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THE OUTLOOK 


Possible Effects of High Tariff Rates—Steel Adjustment—Mexican Oil Troubles—Railroad 
Improvement—The Stock Market 


With one or two exceptions, the 
prices continue to 


 * apcoreara conditions have not changed materially in the 


past two weeks. 

major industries are still stagnant: 
fall and unemployment has reached the highest figure yet 
recorded, reliable sources placing the number of unemployed 
workers at 5,000,000 roundly. 

It is evident that we have not yet reached a point of 
genuine stability in business. This is reflected in the attitude 
of various classes of buyers who appear reluctant to engage 
themselves in any commitments except those required for 
immediate consumption. The result is to give the business 
situation a highly irregular aspect, with short alternating 
periods of activity and slack. 

On the other hand, there are fundamental influences at 
work making for ultimate recovery. Among these are the 
improving banking situation, the advanced stage of the crops 
and a more or less systematic attempt on the part of the 
Government and business men, in co-operation, to achieve 
some order out of the present disorder. 

oo a 

HE so-called Fordney Tariff Bill, made 
public on June 30, is very much what 

had been expected. It is a lengthy and 
complex measure; and a judgment with re- 
spect to its real significance can be reached only after de- 
tailed study of its provisions. What is clear is that it will 
raise the existing tariff very materially, both directly and 
indirectly—directly by additions to rates, indirectly by 
changes in methods of valuation and in modes of appraise- 
ment. There is no reason to doubt that in some particulars 
the bill improves upon the Underwood Tariff Measure which 
has been in force during the past eight years. It would be 
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THE NEW 
TARIFF BILL 


* AND WAGES 


strange if an elaborate measure of this kind did not, at some 
points at least, modify its predecessor for the better. 

In the main, however, the Fordney bill will be approved 
or disapproved according as the observer favors extreme 
protection or is opposed to it. There would be no use in 
reopening the protective controversy upon its merits at this 
time. It is, however, generally agreed that the application 
of extreme protection in the United States at this moment 
must have two or three very distinct results. It must have 
the effect of making the settlement of our international claims 
very much more difficult for those who owe them, while it 
must tend to bring about retaliation against us at a time when 
our trade with other countries is depressed. It must further 
tend to maintain a scale of prices which so far as the con- 
sumer is concerned are still abnormally high notwithstanding 
that his field of employment and his wages or salary is 
being rapidly contracted. Strong party men have deplored 
the decision to pass a tariff bill at a time when little or noth- 
ing can be learned about permanent costs of production in 
foreign countries. This is the case against the enactment of 
such a measure just now. The situation is one that ought to 
appeal with no little force to party managers and that should 
be given similarly thoughtful consideration by the rank and 
file of the public. 


= 

EPRESSION in the steel industry has 
continued practically without check 
during the past month; and although at 
some points where building has partially re- 
vived there has been an increase in the demand for structural 
steel, such demand has been limited and its results have not 
been adequate to improve the market situation. The question 
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STEEL PRICES 





has arisen in a good many minds whether the steel industry 
must not make a still further and deeper cut in prices, if it 
expects reconstruction to continue and a definite turning point 
in business to arrive. This is a difficult question to answer. 

The depression in steel at the present time is not the outcome 
of any one influence. Foreign producers have been able to 
undersell us in some markets, partly perhaps on account of 
exchange and other conditions, but at-any rate, our foreign 
trade has fallen off materially, due to high cost of labor and 
of other materials which have likewise tended to reduce the 
use of steel in construction industries. There has been a 
tendency also in some quarters to rely on accumulated stocks, 
such as there were, in the belief that prices would move down- 
ward. The question whether in these circumstances the steel 
industry should meet the consumer half way by again cutting 
its prices, and as a consequence its wages, is difficult. 

Many, however, clearly believe that it should do so, and 
some predict that such a reduction in both factors will take 
place in the near future. It is this uncertainty, perhaps more 
than anything else, which tends to make steel shares as erratic 
as they have been during the past few weeks. No one doubts 
the future of the industry, or can question that there is a very 
large potential demand at the present time, both in railways, 
building and in many other lines. /t is the uncertainty as to 
whether the business is as yet completely readjusted that has 
tended to prevent it from advancing as it otherwise should. 

oe @ 


THE status of the railroad securities has 


WHY been of no little interest during the past 
pry two weeks, not only because of the invest- 

, ment position in which they stand, but also 
because they represent in many ways a central element in 
the business situation by which the Country is now faced. 
There has been a distinct improvement in the financial posi- 
tion of the roads within the past month or more. This is 
in part due to savings which have been effected by reduc- 
tions of staff and suspension of construction, but it is also 
in part due to the freer movement of commodities resulting 
from the exhaustion of supplies of goods in different parts 
of the Country. 

An element in the situation which has been pretty generally 
neglected is found in the fact that the Interstate Commerce 
Commission, acting in conjunction with the railways, has for 
some time past been modifying the rate structure of the 
Country in a very material degree. Changes have been made 
in some of the transcontinental rates as well as in other rates 
affecting the movement of staples. The plan suggested by 
some governmental authorities that seasonal rates be put into 
effect at certain periods of the year for the purpose of facili- 
. tating the movement of certain kinds of goods has not been 
acted upon, and there has been no general or “flat” curtail- 


ment of freights. In spite of this, however, enough has been 


* done to produce very material concessions to shippers. Should 
these justify themselves, there can be little doubt that the 
existing rate structure will be still further modified. 


These factors combined have tended to bring about, er 


the present at least, a distinctly better financial outlook in 
_ transportation; and when this "is considered in conjunction 
with the wage reductions which went into effect on July Ist, 
the alteration in outlook is quite material. 
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SPECULATIVE interest has centered 

to no small degree during the past week 
or more around the Mexican oil stocks. 
Particularly has “Mexican Petroleum” 
and one or two other issues closely allied with it undergone 
ups and downs of an extreme nature. This would in ordinary 
circumstances be only of local importance. In the present 
circumstances, however, the situation has an international signi- 
ficance. President Obregon of Mexico has apparently per- 
sisted with considerable obstinacy in refusing to modify the 
objectionable paragraphs of the Mexican constitution which 
are regarded as representing a danger to American oil ipter- 
ests in Mexico. Although in newspaper statements, he has 
professed hjs intention of doing full justice, both to the oil 
interests and to all others, past experience in Mexico does 
not make the investor feel great courage. 

The conflicting figures about the extent to which oil wells 
in Mexico are becoming exhausted can be definitely passed 
upon only by experts, but the political situation is broadly 
interesting, not only because of its bearing upon oil, but also 
because of its general significance in connection with other 
international rights and obligations which affect many kinds 
of investments. It certainly appears at this writing as if the 
present administration of the United States had determined 
to renew or continue the impasse which has for so long existed 
between the two countries, and it is worthy of note that the 
reasons for this impasse are on the whole not very different 
from those which were of influence under the Wilson adminis- 
tration. Meantime the import tariff upon oil contained in the 
new Fordney measure has thrown into the oil market a new 
speculative element whose influence cannot as yet be fully 
gauged, particularly in view of the fact that the future pros- 
pects of the tariff are still so uncertain. The bill has yet to 
run the gauntlet of the Senate Committee, and then of the 
debate in the Senate itself, even assuming that it is passed 
in the House in its present shape. Nevertheless the section 
referred to—pending final legislative disposal—adds a new 
element of uncertainty to a situation which was already 


doubtful. 
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"THE average price of fifty leading stocks 

has declined during the past two weeks 
to a level equal to the low prices recorded 
in the declines of 1914 and 1917. We 
must consider that such a shrinkage has discounted a great 
deal that is unfavorable in the situation. 

There are many securities now selling at very low prices 
on which there is little or no possibility of dividends being 
passed or reduced and it seems to us ihat with the tendency 
toward easing of money rates, such securities must be per- 
sistently absorbed by investors who have the long range possi- 
bilities in view. 

With reduced expenditures for labor and materials, it 
would appear that the best rails afford some opportunities, 
if bought during severe declines and held for a long pull; 
for without any material improvement in general business, 
the railroads which are strong in their financial and operating 
departments should be able to show substantial gains in the net. 
Tuesday, July 6, 1921. 
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How Long Will Government Inefficiency 
Block Business? 





' Eldridge Johnson Assails Present Confiscatory Tactics as Basis of Present Depression 
Interview by WILLIAM A. McGARRY 


HE man in the street is generally in- 
clined to laugh at the tax troubles 
of the multi-millionaire who asserts that 
he is carrying an unfair share of the bur- 
den in the present system of excess taxa- 
tion. It is an axiom of business, a rule 
of economics and a standing joke in most 
circles of American life that the consumer 
pays the bill. This is so well known that 
nobody questions it. And for the same 
reason hardly anybody applies it to him- 
self. 


Don’t laugh at the rich man. He 


isn’t suffering in anything 


government after the cost of handling 
his tax two, three or more times has 
been deducted. This man is one of 
the largest tax payers in the United 
States, but he doesn’t pose as an ex- 
pert in such affairs. Naturally, he has 
his own ideas on taxation and he 
thinks they ought to be considered in 
the making of a tax. For the purpose 
of this interview, however, his main 
idea is to show some of the faults of 
the present system as they apply to 
the average man. 

The man is Eldridge R. Johnson, 
president and founder of the Victor 
Talking Machine Company. The ques- 


object of applying his personal fortune 
to constructive industry. He added that 
he had had to dispense with these ex- 
perts hecause there was no longer any- 
thing for them to invest. 

“All I have out of each dollar I 
earn,” he said “is twenty-eight cents. 
The other seventy-two cents is taken 
by the United States or the State of 
New Jersey in one form or another. 
Personally, I am not suffering in the 
least. The loss is to industry. When 
you consider that other men in similar 
circumstances have had the same ex- 
perience it is not difficult to see that 
there is trouble ahead.” 


Business Being Held Back 





but his ambition. If his 
business is compelled to 
pay an excess profits tax, 
if his income is so large 
that he has to pay sixty-five 
per cent of it in income tax, 
he still has enough left to 
buy everything he needs for 
his personal comfort and 
convenience. The suffering 
and the losses are borne 
by the man in the street, 


the average citizen; you, 
the consumer. 
Any professor of eco- 


nomics can tell you this. 
But he deals in generalities. 
Any wealthy man can do 
the same thing. As a rule, 
he won’t. On the occasions 
when he does, such as be- 
fore Chambers of Com- 
merce or Congressional 
Committees, he deals with 
the effect of such taxes on 
all business. He does this 
in all probability because 
he knows that he will 
be suspected of seeking 
nothing but profits for him- 
self. So he passes up the 
opportunity to drive home 
his point in specific figures 
that will be plain to every- 
body. 


Paying Over Seventy-two 
Dollars Out of 
Every Hundred 

But now here is a man 


who pays in taxes of va- 
rious kinds seventy-two 








ELDRIDGE R. JOHNSON, 


President of a company that has grown from borrowed 
capital into a forty-million-dollar concern, who presents 
the views of Big Business in the accompanying exclusive 


interview. 





dollars out of every hun- 
dred he earns. He thinks 
the time has come to stop talking in 
general terms and to explain in some 
detail how the consumer pays the bill, 
directly and indirectly; how he pays 
in high prices for the tax itself and 
how he pays high taxes in order that 
there will be enough left to run the 


for JULY 9, 1921 


tion of taxation came up incidentally in 
the course of an interview on an alto- 
gether different subject. Mr. Johnson 
remarked that before the present tax 
system became operative he had em- 
ployed a corps of experts to investi- 
gate investment opportunities, with the 








In the midst of the busi- 
ness depression I asked Mr. 
Johnson to elaborate on 
these statements. The story 
he told is illuminating in 
more ways than one. In 
his opinion, despite the 
present downward trend, 
prices cannot reach their 
natural level until a taxa- 
tion system has been de- 
vised which will distribute 
the burden equitably and 
eliminate unnecessary 
handling. He holds that 
the present system is de- 
feating itself by depriving 
industry of the funds for 
expansion which it has 
earned, and is placing bank- 
ers in a position of prefer- 


ence. 
“If some relief is not 
granted soon,” he says, 


“the bad element of the 
banking business will take 
over control of the greater 
part of American industry. 
Any system that strips 
business of the funds neces- 
sary for healthy growth is 
inherently bad. Business 
cannot stand still. It must 
go forward. To go for- 
ward requires money. But 
when that money is earned 
today it is taken in taxes 
by the government. 

“Since the ending of the 
war we have done the big- 
gest business in our his- 
tory. We are oversold 
today about one hundred 
and twenty-five million dol- 
lars. Before the war we generally 
carried about ten million dollars in cash 
and securities as a surplus. Today our 
books will show the lowest cash bal- 
ance in ten years. This means that we 
must borrow to care for expansion— 
and interest rates are extortionate. 





esis nenerrnanenneennes, 





“I started this business on borrowed 
capital thirty years ago. I never paid 
a dividend when the business needed 
money. It has been customary to put 
back into the corporation from fifty to 
seventy-five per cent of the earnings in 
order to provide for needed expansion. 
But now that is impossible because so 
large a proportion of earnings is taken 
up by taxes that there is not enough 
left for natural growth. No ordinary 
business can make enough today to 
take care of its expansion.” 

Mr. Johnson walked to a window in 
his office and pointed to a city block 
north of the present Victor office build- 
ing, which the company has acquired. 
“We have been planning to put up on 
that site,” he said, “a magnificent fac- 
tory that would give employment to 
several thousand men. We have the 
orders to keep such a plant busy, and 
the organization and the product to get 
more orders. Such a building is not in 
any sense a speculation. 

“But the only place we can get the 
funds to construct that plant is from 
the banks. We can’t use _ surplus 
profits. They are taken by the govern- 
ment. We can’t get the money from 
individual investors, because they are 
facing the same corporate and indi- 
vidual problems that we are, and the 
really big investors are putting their 
funds into tax exempt securities. There- 
fore we apply to the banks, and we 
learn that we can get the money if we 
are willing to pay nine per cent for it. 
We consider that price too high. Add- 
ed to the burdens which business is 
already carrying, it would make the 
prices that we would have to charge 
unreasonably high. And the public has 
shown what it thinks of prices in that 
category.” 
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It may be well to emphasize for the 
average citizen at this point that El- 
dridge R. Johnson is distinctly a con- 
servative in all-things. This may be 
illustrated from the financial point of 
view by a glance at the last annual re- 
port of the Victor Company, dated 
April 23, 1920, and covering the year 
ended December 31, 1919. In the list of 
’ capital assets are two items—patents 
and territorial rights, and matrices— 
valued at but $1 each. 

Anybody who knows the world-wide 
extent of the Victor business can 
guess what its patents and secret proc- 
esses would bring if placed on the mar- 
ket. The matrices also are extremely 
valuable. They are the master records. 
It is necessary to make about eighteen 
thousand of these every month to meet 
the demand for playing records. The 
value of the matrices is apparent when 
it is stated that it is not unusual for a 
record of a single song to sell into the 
millions. 

In the same report the amount set 
aside for accounts payable, including 
provision for payment of income and 
excess profits taxes, was more than 
five million dollars. The company has 
not resorted to any of the tax-dodging 
schemes which have been charged by 
some economists to big business. It is 
paying what the law calls for. So is 
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Mr. Johnson in his personal affairs. 
But he maintains his inalienable right 
as an American citizen to Kick about it. 

“The situation is simply this,” he 
continued, “I have spent a lifetime 
in constructive industry, in its develop- 
ment here and the study of it elsewhere. 
This business has been built up from a 
mortgage of $8,000 to a position where 
its assets are from thirty to forty mil- 
lions of dollars. Presumably I have 
learned something of the methods and 
needs of business. But now the gov- 
ernment says to me, ‘You are not fit 
to handle this money. We are going 
to take it away from you and spend it 
as we see fit.’ 


Prices Can’t Be Increased 


“Everybody knows how the money 
is being spent. But how is it being 
taken? As manufacturers of what is 
called a semi-luxury, the Victor Com- 
pany is obliged to pay an extra excisé 
tax of 5% on turn-over, in addition to 
the general income and excess profits 
taxes. This must be charged along into 
the prices we quote to our wholesale 
distributors. We cannot absorb it. 
Our prices have been increased about 
34% since before the war. In the same 
period we have met an increase of 160% 
in wages alone, to say nothing of the 
advance in materials. Prices are as 
high as they should be now. 

“The wholesaler must also consider 
this tax in his price to the retailer. 
And the latter must get it from the 
consumer. Obviously, it would save a 
lot of money if the retailer could send 
it right along to the government. But 
that isn’t the law. It must be handled 


three times in the very nature of things. 
If it costs 9% to get money for a new 
building it is obvious that when you 
increase prices more money is neces- 
sary to run the business, and _ this 
money costs more money. 

“My personal opinion is that the 
solution to the problem is a tax on 
consumption. Let the buyer pay. He 
pays anyhow. Save him the pyramid- 
ing costs of handling what he pays 
two or three times. Under such a tax 
the man who wants luxuries could be 
compelled to pay for them. There is 
no doubt whatever that some persons 
have taken advantage of the system to 
charge their luxuries into the prices of 
necessities. 

“The net result of the present method 
is to defeat the very thing it was de- 
signed to accomplish. The government 
is not getting what it should be get- 
ting from two of its greatest sources 
of revenue—business and great personal 
fortunes. Business is hampered in the 
way Ihave shown. The results may 
not have shown during the period of 
high prices and easy spending, but 
they will show in the future. It will 
be harder and harder to make enough 
profit to pay any excess. 

“The loss from established fortunes 
does show. Any statistician could fig- 
ure it out. We have many families 
whose members are no longer actively 
engaged in business. Anybody can 
think of half a dozen familiar names of 
men whose incomes, with no productive 
effort whatever on their part, run into 
a half million dollars a year or more. 
It is said that the taxes were designed 
to hit the rich. But they are not reach- 








under the existing excess profits taxes: 


Invested Capital 
Net Income 
War Profits and Excess Profits Tax: 
First Bracket— 
20% of $10,000,000 (Invested Capital) 
Excess Profits Credit— 
(1) 8% of Invested Capital 
(2) Specific Exemption 


Amount of Tax (First Bracket) 


Bracket— 
Net Income for Taxable Year.... 


Total War and Excess Profits Tax 
Normal Income Tax: 
Net Income for Taxable Year 
Less: 
Specific Exemption 


Net Income Subject to 10% Tax 
10% Tax (Income Tax) 


Amount of Total Tax 
Per cent. of Total Income 


WHAT HAPPENS TO PROFITS? 


The following compilation is an example of what happens to the profits of a corporation 


JOHN DOE CORPORATION 


Net Income Subject to 20% Tax........... 


War Profits and Excess Profits Tax... 














What happens to the incomes 
panying article) is shown in the follo 


400,000 
500,000 
1,000, 





WHAT TAXES TAKE FROM INDIVIDUALS OF LARGE INCOME 


of individuals (such as, for example, the writer of the accom- 
wing tabulation: 


On an Income of Per Cent., Taxes Normal Tax 
$300,000 53.7% 


Surtax Total Tax 
$137,510 $161,190 
200,510 232,190 
263,510 803,190 
583,510 668,190 
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ing men of this type. _ For they have 
simply taken advantage of the loop- 
hole in the laws and have transferred 
their fortunes to tax free securities. 


Support Withdrawn from Industry 


“It isn’t the direct loss to the govern- 
ment’s revenue that hurts here. Fhe 
government must go on, and if it 
doesn’t get enough from one source it 
will get it from another. The damage 
is done by taking the tremendous sup- 
port of these great fortunes away from 
constructive industry. Owners of these 
fortunes were satisfied with relatively 
low but stable returns on their invest- 
ments. They served the whole country 
by investing in industry. But with that 
support gone industry has had to turn 
to the banks, paying higher rates of 
interest and extra commissions to get 
the necessary funds for operation and 
expansion. 

“If present conditions continue there 
will be nothing else for any wealthy 
man to do but to put his fortune into 
tax exempt securities. Recently my 
secretary came to me with a list of 
bond and stock holdings. He said he 
could show me how I could dispose of 
everything in the list, representing the 
bonds and other investments of indus- 
tries and utilities which are performing 
a public service, put the money into tax 
free investments and in a few years 
more than make up the loss sustained 
in sellitg at present low prices. 

“I didn’t do this, simply because I 
do not believe that the American people 
will be foolish enough to submit to 
existing conditions very much longer. 
Of course, when a bond in my list 
falls due and is paid off I put the money 
into a tax free security. But gener- 
ally speaking, so far as my personal 
fortune is concerned, I no longer have 
anything to invest. A single secretary 
does the work to which several experts 
devoted their time and energy before. 

“When taxes were not confiscatory I 
spent a great deal of time and effort in 
analyzing industries and utilities with 
the idea of investing not only for the 
return but in something that was giving 
real service and that was therefore of 
a permanent nature. No corporation 
which is not performing such a service 
can or ought to survive. But now I 
cannot help other industries. I have 
canceled my subscriptions to the finan- 
cial annuals. I have no use for them. 
I have nothing to invest. 

“Consider this from the public point 
of view. If taxes and interest rates 
are high, the prices of all services and 
commodities into which these factors 
enter must also be high. Money de- 
flected from these channels into gov- 
ernment is being spent recklessly and 
unscientifically. A large part of it is 
being wasted. It is not performing a 
service to the public.” 


Millionaires Now Our Poorest Paid 


In a sense Mr. Johnson considers 
that the period of depression through 
which business has been passing is a 
new form of labor trouble. “The low- 
est paid groups of laborers now in the 
world,” he says, “are school teachers 
and multi-millionaires, and there will 
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be labor trouble of a new kind soon 
if this is not corrected. 

“Business is older than government. 
In the early days the leading citizens 
composed the government. These lead- 
ers were merchants and warriors, as 
well as princes. Since the days of 
authentic history, however, there has 
been a tendency to subdivide vocations, 
and the merchant, the lawyer and the 
prince were represented by separate 
individuals. 

“Then came the politician. He is the 
youngster of the group, the bad boy of 
society. He has a great future, but 
so far has not arrived at the age of 
responsibility and is apparently pass- 
ing through the stage of callow youth 
when he knows it all. This, substan- 
tially, is the reason why business regu- 
lation of government has proven a 
failure—simply because no government 
has ever developed a grade of business 
intelligence that qualifies it for that 
responsibility. 

“Government must co-operate with 
business. Business is the foundation 
of all society. Unfair and discriminat- 
ing laws and taxes can but add to the 
burden of humanity. The United States 
stands face to face with the greatest 
responsibility that any government has 
ever faced since that period in history 
known as the Decline of the Roman 
Empire, at which time the same situa- 
tion developed. The Roman govern- 
ment failed because of the inefficiency 
of the men entrusted with great re- 
sponsibilities. The cost of that gov- 
ernment was made excessive by inca- 
pable and dishonest politicians. 

“Almost every idea that is being so 
skilfully and dangerously put forth to- 
day by the various groups of inefficient, 
radical politicians, who have so suc- 
cessfully fooled the public for the last 
twenty years, was used by those old 
Roman politicians to further their fool- 
ish and dangerous policies; the same 
class of dangerous and radical legisla- 
tion; the same excessive taxation was 
forced upon the industrious and thrifty 
classes; the same waste by inefficient 
government bureaus was permitted, the 
same kind of radical talk and radical 
theory was used to fool the public. 

“Contrary to the accepted theory, the 
Romans did not become weak and 
effeminate. They were a strong, brave 
race of people, and Roman civilization, 
although it lay dormant for centuries, 
has survived. It is the civilization of 
today. Radical socialism and peace at 
any price theories are not new; these 
ancient people also tried to save them- 
selves by peace treaties and foolish 
laws. 


Government Failed Its Trust? 


“We trusted the government to regu- 
late business, but the results have been 


very unsatisfactory. For many years 
business men have been criticized and 
persecuted by the government, in spite 
of which American business men have 
made good during this time, while the 
Federal government has made bad. 
American business men have con- 
structed the greatest group of busi- 
ness enterprise ever known in the his- 
tory of business, in spite of bad gov- 


ernment. Commodities are made at 
less cost and of better quality, under 
higher wages and shorter hours, than 
by any other country. 

“We trusted our government to 
finance the war. We bought bonds 
knowing they would fall far below par. 
Our war bonds are now a dangerous 
embarrassment to us. They represent 
inexcusably bad financiering. They 
failed as a popular investment. ' They 
have absorbed entirely too much of 
the credit provided by the Federal Re- 
serve Banks; and the natural expansion 
of business will be seriously checked. 

“We trusted our government to tax 
us fairly and intelligently, but it has 
passed all records in uneconomic and 
vicious taxation. No nation on earth 
can long’ endure such _ confiscatory 
taxes. Yet the group of radical poli- 
ticians who have controlled the affairs 
of this country for the past twenty 
years do not constitute a majority in 
Congress. 

“It would be useless for business 
men, as a class, to enter into direct 
political competition with these men. 
Politics is not the business man’s 
game; he would be hopelessly out- 
classed. Very few business men are 
fitted by temperament and experience 
to hold public office, and the only de- 
fense that business men of America, 
and any other country for that matter, 
have today is a direct appeal to the 
public by spreading education in the 
matters that they know about, financial, 
industrial and business matters in gen- 
eral. 

“There is a great cry against taxes, 
and these taxes will have to be very 
intelligently revised; if made too low, 
the cost will be greater than the present 
cost of high taxes. This is a great 
country, and it needs a great sum of 
money to run it. There are many 
beneficial things that only the govern- 
ment can do. The problem is to de- 
velop a fair and practicable tax law 
and then spend the money econom- 
ically after it has been collected. This 
is not a difficult problem. It is a very 
simple one. The difficulty lies in creat- 
ing a sound public opinion that will 
support sound methods. There are 
plenty of good men in Congress, but 
they do not get people’s support; pub- 
lic opinion does not back them up. 


No Radical Changes Needed 


“Many well intending people seem to 
be under the impression that in order 
to secure better government some radi- 
cal change is necessary. I do not sub- 
scribe to that theory. Our present 
form of government is 90% good, and 
the remedy lies, not in radical changes, 
but in ‘efficient administration and sim- 
plification of the laws. All governments 
are an experiment and they will be for 
ages to come. To some extent there 
will always be a feeling of unrest, for 
such is progressive thought.” 

It will be noted that this business 
man doesn’t advise others to go into 
politics. In several ways he sounds a 
new note in modern business talk. He 
doesn’t believe, for instance, that a man 
with nothing but a business training 

(Continued on page Sa) 
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New York Bankers Hold Successful Convention 


Most of the Delegates Show Improvement Over Last Year in Golf, Swimming and Toddling 


AKING it by and large, looking at it 
from all sides, the twenty-eighth 
annual convention of the New York State 
Bankers Association, held at the Hotel 
Ambassador in Atlantic City on the 23rd, 
24th and 25th of June, was a convention 
of which the committee on arrangements, 
and Secretary Ed. Gallien may well be 


proud. 

Probably at no previous convention has 
better golf been played. One. up-state 
banker is said to have gone around in 
an even 110, and he claims to have kicked 
his ball out of not one bad lie. The wives 
and daughters showed excellent form both 
at the bridge tables and in the surf. Most 
of the delegates showed wonderful im- 
provement over last year when it came 
to toddling. As I said in the first place 
it was a great convention and everybody 
went home with reluctance and a coat of 
tan. It is to be hoped that the commit- 
tee will arrange to have next year’s con- 
vention last a little longer, say from the 
Fifteenth of June to the First of Septem- 
ber, with addresses to be delivered every 
other Saturday evening. 


Dempsey vs. Speeches 


On Thursday afternoon a small group 
of serious thinkers—those of us who be- 
lieve that one should always make it a 
point to learn something at these affairs 
—a small number of us went over to Air- 
port and made a close study of the Demp- 
sey shift and the best method’ of _deliver- 
ing a left hook and a straight right. It 
is to be regretted that more of the bankers 
did not take advantage of this opportunity. 
They are sent to these conventions by their 
banks to get new ideas, and, what do many 
of them do? They sit around a hotel 
listening to speeches, which they might 
read later on in their more leisure mo- 
ments, instead of getting out in the air 
and observing the world’s champion 
socker. Wouldn’t you think they would 
be ashamed to go home and tell their 
youngsters that they left Atlantic City 
without a look at Dempsey? 

I spoke of this matter to Ed. Gallien 
and he told me that, in his opinion, the 
bankers who stayed in the hotel and 
listened to the addresses were more to be 
emulated than those who dug sod at the 
Country Club or timed a fast right at Air- 
port. When I muttered something about 
the cruelty of man to man Ed. informed 
me that men of intellect enjoyed listen- 
ing to and exchanging ideas with others 
of their kind. So I thought I. would go 
in to listen ard observe. And, do you 
know, all of the addresses I heard were 
instructive and some were entertaining as 
well as educational, 

As a layman, who knows nothing of the 
technique or practice of banking, I espe- 
cially enjoyed the addresses of Dr. S. 
Parkes Cadman, Hon. William C. Redfield, 
William Starr Myers, Ph. D., and Frank 
L. Hilton. 

Speaking of our educational system, Dr. 
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Cadman asserted that “more than one-half 
the teachers are unfit to train the minds 
of our young people. It does not take 
much observation to realize that a giggling 
flapper with children from four to fourteen 
under her does them absolutely no good. 
It is not the ten to eleven million illiter- 
ates in the United States that worries me 
half so much as the thirty million half- 
educated people.” 

Proper education of the masses was a 
recurring theme during the entire con- 
vention. Many of the speakers looked 
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upon it as the one hope of saving democ- 
racy from extreme radicalism. President 
S. G. H. Turner of the Association, in 
his address, urged a true education for 
the masses. 

“The peril of democracy,” said Dr. Cad- 
man, “is the tendency to intellectual medi- 
ocrity, which provides a fertile field for 
the wild theories of radicalism and threat- 
ens the very life of our civilization.” 


Professor Myers’ Striking Address 


Nothing which I heard during the en- 
tire convention made a stronger appeal to 
me than the address of William Starr 
Myers, a teacher of political science in 
Princeton University. And right here I 
am going to slip the professor a tip. Have 
your speeches written out, doctor, and 
see that the newspaper boys receive them. 
You are too modest. It isn’t so much 
that you lose the publicity, but that the 
public misses a mighty fine address. You 
put in forceful language some of the best 
thoughts of the convention and the news- 
papers fail to pass them on to their readers 
because of your modesty. 

The subject of the doctor’s address was 
“Democracy and Business,” and none who 
heard it can fail to have a faint suspicion 


that the greatest trouble with our govern- 
mént is that it is too representative. 

According to Dr. Myers forty-five mil- 
lions of our citizens are mentally subnor- 
mal with the intellects of thirteen-year- 
old children; fifteen millions have as much 
reasoning ability as a child below eight 
years of age; leaving in our total popula- 
tion about twenty million people who 
ever do any real thinking. This may ex- 
plain why so many people are to be seen 
reading the yellow journals, 

And, I judged from the speaker’s re- 
marks that he considers the thinking and 
the non-thinking are both fairly repre- 
sented in our legislative bodies. 

The sincere, earnest idealist is often 
a greater menace than the ignorant radi- 
cal. The idealist, who too often lacks 
common sense, becomes the tool of people 
who have common sense and no ideals. 
Dr. Myers may not have used just those 
words, but that is what I understood him 
to mean. He urged the bankers to use 
modern advertising methods in educating 
the people, many of whom now look upon 
banks as places where money and credits 
are manufactured. Too many foreigners 
come to this country with the idea that 
freedom consists in the trampling upon 
others and others’ rights; they expect 
the government to bestow special rights 
upon them, not understanding that no gov- 
ernment could guarantee rights its people 
do not already have. 

Unwise Legislation 

Our present government, he thought, is 
actuated by and seems to function accord- 
ing to the Republican platform of 1888. It 
seems blind to the fact that we are no 
longer a creditor nation. When the 
speaker said that the people did not 
want tariff revision at this time he was 
generously applauded. Again, when he 
spoke of our state governments and the 
duplication and re-duplication of taxes 
which are ruining business, the bankers 
were with him, In no uncertain words 
he warned that unless state governments 
become more efficient there would be a 
smash. And by “smash” he meant 
SMASH, because an angry people becom- 
ing desperate would literally smash their 
state governments and turn to a central- 
ized government which is a consumma- 
tion to be deplored. 

Dr. Myers did not believe that states 
should be allowed to levy income taxes; 
the Adams Law was an abomination; the 
soldiers’ bonus bill was class legislation, 
placing a premium on patriotism, and a 
monetary lien on the country’s prosperity. 
Another evil is irresponsible citizenship 
and it seems that “No taxation without 
representation” might with profit be 
changed to “No representation without 
taxation.” 

But, above all, he thought what was 
most needed at this time is efficient. lead- 
ership both in business and government, 
and more of a government by autocracy— 
the autocracy of achievement. As he said, 

is government by public opin- 
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ion and public opinion is formed not by 
mob psychology, but by the thinking 
fifteen millions.” 

Which leads to the belief that the masses 
must be taught to think, and in this work 
the banker must play a leading part. 

Oh, yes, here’s one I nearly forgot. 
When Dr. Myers thanked God for Ad- 
miral Sims he received one of the greatest 
ovations of the afternoon. 


Redfield’s Trade Plea 


The address of William C. Redfield, 
former Secretary of Commerce, was a 
plea that measures be taken which will 
enable us to take a commanding place in 
the world’s markets. “We must sell abroad 
or wither at home,” he declared. 

“A fine slogan has been given us with 
which to enter this greatest effort of our 
economic life. It is ‘full speed ahead.’ 
But slogans sell no goods and provide no 
means of payment. It is useless to say 
‘full speed ahead’ if by our acts we are 
saying ‘hard astern.’ We need close and 
friendly touch with all the world, for 
only by getting their goods can we hope 
to be paid for the goods we-have sold 
and are to sell. We need the good-will 
of the world, and it is not to be had ef- 
fectively by shutting the world out just 
when we need most to let it in. We do 
not stand alone in the world with a mon- 
opoly on any of the things we offer in 
the markets. There are others who can 
serve nearly or quite as well as we. We 
are not sufficient to ourselves, but must 
call upon other lands for many of the 
most common things of life.” 

Mr. Redfield said that the problem now 
is not how to keep the goods of other 
countries out but how to open the door 
to let them in. We are bound to the 
rest of the world by the fact that it owes 
us about fifteen billions, and this debt 
must be earned before it can be paid. 
If we hope to collect we must furnish 
our debtors materials and tools with which 
to work, and we must give them time. 

“The profiteer is doomed, the inexorable 
forces of the world’s commerce will crush 
him,” said the former secretary, and added 
that “output, well and economically made, 
and rich reward for good service, are the 
things to be sought and the end to be 
gained.” 

Frank L. Hilton, vice-president of the 
Bank of Manhattan Company, spoke on 
the practical work of a bank, and said, 
“Considering the results of banking over a 
given period, I am inclined to believe that 
the old fashioned, safe, sane banking poli- 
cies bring better results, not only to your 
own peace of mind, but to your custom- 
ers and to your stockholders.” 


Success of Reserve System 


After speaking of the’ deflation which 
has taken place and the part played by 
the Federal Reserve System, Mr. Hilton 
continued : 

“All circumstances considered, it seems 
little short of marvelous that so much 
could have been accomplished in the way 
of liquidation in such a relatively short 
time with so comparatively little disturb- 
ance to banking conditions. This achieve- 
ment speaks eloquently for the rare good 
judgment and proper handling of a deli- 
cate situation by our bankers. And it also 
emphasizes the point which I would make 
that at no time in banking history was 
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it more necessary that the banker should 
know his customers and have an abiding 
faith in their ability, nor a time when 
the solid foundation of past success and 
proved business ability was of greater 
help and assistance to your customers. 
Today we place our faith in the man who 
has proved himself, who has the ability to 
face the new conditions bravely and in- 
telligently, who is prepared to make good 
now, who has ‘handled himself’ well in 
these last few trying months. He de- 
serves our confidence and if he needs our 
help and counsel he knows he will receive 
Me 

Mr. ‘Hilton has had many years of ex- 
perience in organization work in banks 
and said that it had always been his aim 
to have his men work with him for the 
bank’s success rather than to work for 
him for a salary. 

















“A feeling of mutual confidence between 
officers and clerks is absolutely essential,” 
the speaker said, and advised the officers 
present to teach their men to think. “Don’t 
let them get into a rut. Half the men 
who find themselves in a rut are there 
because no one took enough interest in 
them to try to develop their abilities. And 
the other half is there because they hadn't 
the ability or energy to climb out after 
they had fallen in.” 


Comptroller’s Address Drowned Out 


One address, which I was anxious to 
hear, I missed through no fault of mine. 
Owing to certain circumstances and John 
Skelton Williams, it has been many years 
since the New York bankers have had 
the pleasure of entertaining a Comptroller 
of the Currency. So, I was interested in 
hearing what D. R. Crissinger had to say, 
but I was unable to hear most of the 
Comptroller’s address because a _ repre- 
sentative of a banking. paper, who always 
sits in the front row, went to sleep and 
started to snore. Watching him, half fear- 
ing and half hoping that he would fall 
off his chair, I missed the most of Mr. 
Crissinger’s speech. Between snores I 
learned that the Comptroller wanted it 





understood that he was speaking for him- 
self alone, “making no effort to commit 
any political authority to it.” 

“There is so much mystery about the 
mechanism of foreign exchange that peo- 
ple tend to fear international trade in a 
time of such fluctuating conditions as mark 
the present,” he said. “It is for you 
bankers to tear away the veil of mystery 
and help the public to understand.” 

In reference to the international bank, 
the Comptroller thought that it is not 
necessary “that such an international trade 
banking establishment should have the di- 
rect backing or participation of govern- 
ments, but I think it might well be brought 
about through co-operative effort of bank- 
ing leaders.” 

Toward the end of his address he said 
something about “barter” in a loud voice 
and the sleeping newspaper man woke 
up with a jump, closed his mouth, looked 
around to see where he was, and began 
to wonder how near it was to dinner time. 


John J. Pulleyn’s Speech 

Speaking of the duty of owners of 
railroad securities in the present rail- 
road crisis, John J. Pulleyn, president 
Emigrant Industrial Savings Bank of 
New York, said that “the dark clouds 
of depression which overhang the f- 
nancial and industrial atmosphere mark 
the coming dawn of a new and revital- 
ized economic day. There is no justi- 
fication for pessimism. The attendant 
jolts of business readjustment neces- 
sarily bring severe shocks, but they are 
‘temporary. “The only ‘difference-in=the 
present difficulties as compared with 
those which have gone before is in de- 
gree; the force of the current is 
stronger and wider. 

“Since the inauguration of the Fed- 
eral Reserve System,” Mr. Pulleyn con- 
tinued, “banking has developed a 
science while the railroads have con- 
tinued to develop along highly com- 
petitive lines without recognition of any 
science of transportation. The Ameri- 
can railroad system utterly lacks co- 
ordination and is the target of vicious 
propaganda because they find their am- 
munition effective. 

“The security owner has deplored for 
years the recurrent depressions in rail- 
road security market values as evidenc- 
ing a lack of fundamental stability in 
the market. all of which served to shake 
his faith in the railroad security as a 
safe investment. Notwithstanding this 
depressed state of mind and apparent 
lack- of confidence, the fact remained 
that the investor was the owner of ten 
and one-half billions of railway indebt- 
edness without a cent of sinking fund 
in any of the railroads for meeting ma- 
turities. -Railway indebtedness has al- 
ways been considered by management 
as permanent and in the case of maturi- 
ties, like when the farmer first viewed 
a giraffe, he said, ‘There ain’t no sech 
animal.’ Railway maturities are like 
mile-posts increasing mileage on the 
way; they increase indebtedness by re- 
funding.” 
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Her Financial Situation—The Cost of Living—Is She Really Prosperous?—The Future 


EDITOR’S NOTE—Out of Germany these last few weeks there has come a mass of information and 


misinformation which has only f 





d and misled American business men and investors. 


The following article represents a careful analysis of the true conditions. The data contained here 
coms frens comst-clliclel sources; and it has been checked up by intercot fully coguiaant of the facts. 


The article represents the tenth of our “New Prosperity” series dealing with the 


and industrial position of the countries of the world. 


HERE is much confusion with refer- 
ence to the condition of things in Ger- 
many, because the character of the stand- 
ard of value now being utilized has 
changed completely since the beginning of 
the war. Also it is difficult to get at the 
facts in regard to her economic recovery 
and reconstruction. It is almost impossi- 
ble to get accurate data brought down to 
date. The German Government has so 
far published practically no statistics of 
production in the manufacturing industries 
during 1920. We do know, however, that 
during the war and advancing very rapidly 
since the close of the war, has gone on a 
process of combination and organization 
in the great industries, which has brought 
into being powerful and daring and am- 
bitious groups. 
In this short space, the most we can do 
is to glance at Germany's in- 


notes. On the same date the gold 
reserve of the Reichsbank was 1,356,- 
800,000 marks, thus constituting a cover of 
71% of the Reichsbank paper circulation, 
placing the German monetary system on a 
stable gold basis. ~ 

August 4, 1914, a law was enacted au- 
thorizing the issue of notes under the di- 
rection of the Reichsbank. Since that date 
the German paper currency has been in- 
creasing in volume. On December 31, 
1920, the paper currency amounted to 
80,838,300,000 marks against a gold re- 
serve of 1,091,000,000, or only a little over 
1% of the paper covered by gold! 

The Germans are reveling in paper 
marks. Today a German suit of clothes 
costs 2,500 marks. 

The Banks Combining 

The German craze for combination has 
reached to the banks. In November, 1920, 
the Deutsche Bank bought up the shares 
of the Hannoversche Bank and five other 
large banks and is now the highest capi- 





talized bank in Germany. In every large 
city the banks are combining, including 
the mortgage banks. The banking busi- 
ness seems to be profitable because of the 
inflation of the currency and a consequent 
advance in deposits and liberality of cred- 
its. Also, transactions in treasury bills 
and other government securities, and in 
foreign exchange offer another attractive 
field for banking operations. For instance, 
the Nationalbank fiir Deutschland reported 
net profits in December, 1920, of 46,572,- 
758 marks, as compared with 22,381,952 
marks in 1919. It paid a dividend of 10% 
upon its capital in 1920, as against 7% 
in 1919. Others of the large bank state- 
ments read about the same way. 

The savings banks are bulging with pa- 
per deposits, and are extending their field 
of activities to the marketing of securities 
and bonds. It is believed that the savings 
banks are furnishing credit facilities to 
tradesmen, although such action is con- 
trary to the law. 

The Berlin Bourse 





dustries and finance, give the 
facts both favorable and un- 
favorable, and draw a conclu- 
sion at the close. 


Germany’s Finances Bad 


The German Republic’s finan- 
cial statement for April stated 
actual revenue as 7,953,418,000 | 
marks ard expenditures as 
14,442,363,000, of which 3,151,- 
379,000 marks were for service 
of the debt. The Government's 
floating debt on May 20 was 
stated as 176,642,660,000 marks. 

The German monetary sys- 
tem is based on a flat currency. 
Prior to the war there were 
in circulation about 2,750,000,000 
marks in gold coin and 750,000,- 
000 marks in silver coin. Most 
of the paper money in circu- 
lation consisted of Reichsbank 
notes. On July 3, 1914, there 
were in circulation 1,890,900,000 
marks of these Reichsbank 
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attractive. 


FRANKFORT ON THE MAIN 


One of the oldest cities in Germany and one of the most 
It is the principal commercial center with an 
extensive export trade. In 1914 articles invoiced at the U. S. 
Consulate alone, were valued at $12,182,629 
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The quotations of various 
securities listed upon the Berlin 
Bourse rose with the dollar— 
in other words, in an inverse 
movement from the variations 
in the value of the mark. This 
illustrates one of the curious 
features in the German situa- 
tion—that the depreciation in 
German currency, which is re- 
garded as a great disaster for 
the country, nevertheless creates 
an optimistic spirit in the ex- 
changes, so that quotations rise 
and speculation becomes more 
active, due to the fact that the 
depreciation of the mark leads 
to higher prices, signifying big 
profits for many industrial con- 
cerns. 

Ten of the leading indus- 
tries of Germany show big 
(paper) profits. For instance, 
the gross profits of Krupps 
in 1913 was 55,400,000 marks— 
in 1920, 174,065,000 marks. 











Bankruptcy cases in 1913 amounted to 
9,725. In 1920 the number was only 1,324. 
Capital Increases 

During May, 1921, 108 German compa- 


nies increased their capital to the extent 
of 886,000,000 marks. The month previous 


occupied but repairers complain of lack 
of orders. 

“Electrical, reduction of prices has not 
animated business, prices falling. 

“Small iron goods, business very bad, 
work in nearly all branches reduced to 
half or a third. 
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the capital increases amounted to 1,686,- 
000,000 by 141 companies. This extraor- 
dinarily high total for April was due to 
the increases in the aniline dye group 
amounting to 800,000,000 marks. 


Labor and Living Costs 


The low cost of labor is one of the 
factors that enables Germany to undersell 
her competitors in foreign markets. The 
figures in the accompanying table were 
compiled in November, 1920, by the First 
Federal Foreign Banking Association 
and are still reasonably accurate. They 
are in marks, converted into gold dollar 
basis of exchange. 

It will be seen that while the German 
laborer is compensated in abundant paper, 
yet in comparison with international 
standards of money, he is receiving only 
about half the pay that he received before 
the war, and this notwithstanding the fact 
that in all other countries labor is receiv- 
ing twice as much now as it did in pre- 
war times. 


Taxes 


Germans are required to pay 10% of 
their income to the Government, on in- 
comes below 24,000 marks. Incomes above 
400,000 marks pay 60% to the Govern- 
ment. The Imperial Sacrifice Tax levied 
as a capital tax is 65% of the value of 
the estate, extended over a period of thirty 
years. These taxes are solely for the use 
of the Government and do not go as pay- 
ments on reparations. 

There are many minor schemes of taxa- 
tion, including corporation tax, incomes 
from securities, and for vacant rooms in 
a home. 

It is said that the Reichstag’s new tax 
plan will be made to apply to foreigners— 
especially on foreign investors in German 
securities. 


Trade in Germany 


The Ministry of Trade in Germany 
gives conditions of business as follows: 

“Machinery, demand smgll but no im- 
portant suspensions of work reported. 

“Shipbuilding, construction yards well 
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“Metals, improvement began after ac- 
ceptance of the Allies’ ultimatum, with 
resumption of foreign buying at rising 
prices for copper, tin and lead, 

“Clothing and textiles, increased orders 
for cotton prints at lower prices, activity 
in wool, increase in demand for woolen 
cloth. 

“Leather, trade improving and prices 
rising during the month from 10 to 30%.” 


Reduced Potash Business 

The German Potash Syndicate has just 
announced a falling off of 150,000 tons in 
its output during the first five months of 
the current year, compared with the same 
period in 1920. The decrease is attributed 
to stagnation in the: home and foreign 
markets. 


Cutlery Dull 


The industry is dull. New orders are 
small. The United Association of Solin- 


gen Cutlery Manufacturers contends that 
a reduction in prices of its products is 
necessary. The organization declared that 
the present prices of steel were too high 
and should be reduced in order to vitalize 
the industry. In order to place the pro- 
duction on a more economical basis, all the 
orders are assembled and turned over to 
one plant which is able to mill a large 
quantity of different measurements of the 
same kind. As a result, the prices for 
knives, forks, scissors, and pocket knives 
have been much reduced, as also the price 
for razor blades. 


Oil and Products Liquidation 


In 1920 petroleum had a special signifi- 
cance for Germany. During that year the 
consumption of illuminating oil reached a 
total of 120,000 metric tons. The princi- 
pal part of the oil was imported into Ger- 
many from America. The price continu- 
ally increased in that year, for the distribu- 
tion was affected through government or- 
ders. Gasoline was under government con- 
trol up to the last of December, 1920. Up 
to May the demand could not be met, and 
the price rose continually during the year. 
Government control of this industry was 
removed December 22, 1920. 

In December, 1920, the price dropped. 
Every expedient was adopted to unload 
stocks. Considerable sales were made 
through fear of losses. 

Germany’s production of oil 
amounted to only 30,000 tons. 

The demand for benzol in 1920 exceeded 
the stocks on hand. The price has in- 
creased. The benzol situation in Germany 
is affected by the Peace Treaty, according 
to the terms of which Germany must de- 
liver to France 35,000 tons during each 
of the three years following the coming 
into force of the treaty. 


Oils and Fats Needed 


Following the removal of government 
control of oils and fats the sale of these 
products in 1920 was enlivened. Through 
lack of raw materials, however, the mills 
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KIEL ON THE BALTIC 


This has long been the chief naval port of Germany. Shipbuilding is the 


pein 
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indu but there are important iron-foundries, brick works and 
ere is also a large trade in coal, timber, grain, fish and 


dairy products 





The Outlook for German Marks 


Factors Working Against Their Recovery—Germany’s Debt 
By THOMAS B. PRATT 


ITH the improvement in German 
foreign trade conditions, the ques- 
tion naturally arises as to the course of 
the market for German marks. It has 
been assumed by many persons that with 
the reparations question settled, and with 
Germany making strenuous efforts to in- 
crease her exports, there would be a cor- 
responding improvement in marks, 

The fallacy of this reasoning lies in 
the fact that it does not take irito con- 
sideration the enormous increase in 
currency inflation that has taken place 
in Germany since the outbreak of the 
war and particularly since the Armistice. 
This inflation and its relation to the 
gold reserve of Germany are clearly 
shown in the tables appear- 
ing on this page. The fig- 


Reports tables that the note circulation 
in Germany has increased over forty 
times since the outbreak of the war, 
and that the gold reserve behind the 
80 billions of marks outstanding is but 
1.3% as. compared with 71.7% in July, 
1914. It is due largely to the faith 
of the German people in their own 
government that the note circulation 
is not considerably larger. The people 
have been heavy purchasers of Gov- 
ernment Treasury bills. These short 
term notes of the government have not 
only been renewed frequently, but the 
increase in this floating debt has been 
even greater than in note circulation. 
Should the holders of these notes 
choose to, they may discount them at 
the Reichsbank and there is therefore 


debt, however, is far more serious, and 
increased from 2% billion marks in 
1914 to 152 billion marks at the end 
of 1920. The great rise has occurred 
since the Armistice.. It is largely due 
to food subsidies, pensions and the 
deficits on the railways and posts. The 
actual debt total is much greater than 
appears in the accompanying table. At 
the end of last October it was made up 
as follows: 
Marks 


(000 omitted) 
91,000,000 
138,000,000 


Funded Debt 
Floating Debt 
Treasury and other bills... 19,300,000 
War relief contributions.... 14,500,000 
Balance of railway purchase 25,000,000 
287,800,000 
Final figures are not yet 





available but it is evident 





ures are taken from United 
States Commerce Reports. 


The Mark’s Gold Value 


The future of German 
marks depend not so much 
upon the trade balance of 
that country as upon the ef- 
forts of the German Gov- 
ernment to establish its 
currency on a stable gold 
basis. The gold value of 
the mark today is practi- 
cally nil, but it will be pos- 
sible, after the government 
has been able to balance its 
budget and keeps its expen- 





Dec. 31, 1919 
March 31, 1920 
Dec. 31, 1920 


THE GERMAN DEBT 
(000,000 omitted) 
Funded 
Debt 
Marks 


2,900 

5,700 

12,600 

» 28,300 
55,100 
86,200 
91,500 
152,727 


Floating 
Debt 
Marks 


that the debt has been 
materially increased. The 
Berlin correspondent of the 
London Times states that 
conservative estimates place 
it at 320 billion marks, but 
he believes this estimate is 
too low. An American 
writer places it at 400 bil- 
lion marks. 


What Must Be Done 


Before the German mark 
can be stabilized at all, the 
government must make 
some progress not only in 
stopping the increase in its 











ditures within its income, to 








give the mark a new inter- 
national value based upon the gold re- 
serves behind it. It has been estimated 
by English, French and American 
bankers that the mark might be stabil- 
ized on a gold basis of about one-tenth 
its pre-war value of 23.8 cents, or ap- 
proximately two and a half cents. This 
is merely a guess, however, and its true 
value will be determined by the course 
of events in Germany from now on. 
It will be seen from the Commerce 


an ever-present danger of further note 
inflation due to the huge outstanding 
floating debt. From an international 
point of view, the floating debt is con- 
sidered in practically the same light as 
note circulation. 


Germany’s Debt 
The funded debt of Germany is about 


91,000,000,000 marks, as compared with 
4,900,000,000 in July, 1914. The floating 


debt but also in bringing 
about a gradual decrease. 
Chancellor Wirth has shown great poli- 
tical and financial ability in his handling 
of the reparations settlement. If he is 
as successful with the internal financial 
affairs of Germany, there is a good 
prospect of establishing a new gold 
value to the mark, which will permit 
Germany to resume international trade 
upon a reasonable basis of money ex- 
change. 
(Continued on page 360) 
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Reichsbank Notes 


GERMAN NOTE CIRCULATION AND GOLD RESERVE 


(000 omitted) 
Darlehnskassen 
Notes Total 


Marks 


1,890,900 
5,491,700 
7,890,100 


972,200 


PiTF 








rr? 


2,872,900 
6,264,500 
10,242,200 
13,781,200 
12,033,300 


11,467,700 
. 22,187,800 
35,698,400 


10,927,600 
17,732,200 
32,430,000 
49,479,600 
80,838,300 


Reichsbank Percentage 
Gold Reserve Gold 
Marks Reserve 

1,356,800 71.7 
2,092,800 38.1 
2,445,200 31.0 
2,520,500 23.1 
2,406,600 13.6 
2,262,200 7.0 
1,089,500 2.2 
1,091,600 1.3 
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Money, Banking and Business 


Money Rates 


What Liquidation Has Done for the Money Market — The Broad Outlook 


INCE the beginning of the year, it has 
been evident that the peak of high 
money rates had been reached and that the 
trend is slowly but none the less surely 
downward. This does not mean that 
within a given period of, say, three to six 
months, money rates will decline to their 
old pre-war levels or that they will reach 
a point anywhere near such levels within 
this period. On the contrary, there is a 
possibility that money rates will never de- 
cline to such low points, at least in this 
generation, But there is sufficient evi- 
dence to indicate that, broadly, the trend 
is downward, even if we do not know 
just how far the movement will go. 
Looking back, it is difficult to realize in 
what a critical banking position we stood 
last year. During May and June, 1920, 
when prices were at their highest and 
business had expanded to an extreme 
degree, the credit position of the 
country was severely shaken. But for 
the splendid management of the Fed- 
eral Reserve Board and the inherent 
strength of the machinery which the 
Federal Reserve Act had provided to 
meet such an emergency, it is not im- 
probable that we would have had a 
genuine panic and that business there- 
by would have received a shock from 
which it would have been difficult 
to recover in perhaps a decade. For- 
tunately this.crisis was safely passed. 
The fever has subsided and while the 
patient is still convalescent, he is gain- 
ing strength regularly and should re- 
cover a good share of his vigor. 
Everybody knows that the cause of last 
year’s credit strain was the tremendously 
inflated level at which not only we but the 
rest of the world were doing business. 
When prices are high and business activity 
great, it takes more money and credit to 
run business than when prices are low 
and business is dull. At such a time, the 
demand for working capital becomes in- 
ordinately large. Everybody wants money 
at the same time. It is like the stock 
market. When there are more bidders for 
a certain stock than sellers, that particu- 
lar stock takes on added value and this is 
reflected in its price. The same is true 
of money or credit. When the demand is 
greater than the supply, the natural result 
must be an enhancement of the value of 
credit, Last year, the demand for credit 
became so great that the banks groaned 
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By E. D. KING 


under the pressure. Rates advanced to un- 
heard of levels. But the banks could not 
support this pressure indefinitely as there 
was a limit to which they could offer credit 
without seriously weakening the entire 
banking structure of the country. When 
that point was reached, business men found 
that credit was not only difficult to obtain 
but that it was virtually impossible to ob- 
tain. The banks gently but firmly insinu- 
ated that they would like to see their bor- 
rowing customers return the funds which 
they had borrowed and that the best way 
of doing that was to sell some of the goods 
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which the customers had piled up on their 
shelves. The customers took the hint— 
some promptly and some _ reluctantly. 
Those who acted quickly are congratulat- 
ing themselves today, the others are not 
so happy. For today prices are about half 
of those a year ago and the man who sold 
out last year had the advantage of getting 
twice as much money for his goods as the 
one who held out and who is still holding 
out—though perhaps now much against 
his will. 

And in this manner liquidation of goods 
and commodities started. As the goods 
were sold, debts were paid off. The banks 
gradually worked into a better position. 
They reduced their own borrowings at the 
Federal Reserve banks. The Federal Re- 
serve ratio commenced to rise, although 
this was helped along by another factor of 
which mention shall be made later. As 


prices worked toward a lower level, credit 
rates also worked toward lower levels, al- 
though the pace was not equal in both. 
Thus commodity prices today are about 
half of those a year ago, but commercial 
paper rates are still 634%, as compared 
with 8% last August. In other words, 
commodity prices have declined 50%, but 
commercial paper rates have declined only 
about 15%. Considering the fact that, 
before the war, commercial paper rates 
were about 4%, it will be seen that there 
is still some distance to go before we are 
back to normal in this respect. 


The Demand for Credit 


With the liquidation of commodities and 
goods and the slower pace of business, de- 
mand for credit slackened somewhat and 
is today not so urgent as was the case 
a year ago. Nevertheless, it is still very 
high and is so reflected in the continued 
comparatively high commercial paper and 
time money rates, and in the rates for 
which borrowers in general must pay for 
the funds they borrow. The demand for 
new capital continues to roll in from many 
sources. Thus the United States Govern- 
ment, the various state and municipal gov- 
ernments, private corporations of all de- 
scriptions and last but not least our foreign 
trade and foreign governments. All these 
interests must be supplied with capital. 
The drain is very heavy. 

When will the demand for new capital 
nently lower level in money rates? This 
nently lower lovel in money rates? This 
depends broadly on the continuation of 
liquidation, both with regard to private 
business and Government obligations. 
There are two outstanding factors affect- 
ing the present credit situation: one is the 
fact that liquidation of commodities and 
goods (including labor) has not yet been 
completed, The other is that taxation re- 
mains high, 

Until the tremendous surplus stocks of 
cotton, corn, copper, oil, leather, sugar 
and a thousand and one other commodities 
are reduced by a very wide margin from 
present levels and until these commodities 
and goods find their way to the ultimate 
consumer, credit and money rates will not 
vary widely from the present. Further, 
the war has not yet been liquidated by 
this Government or any other Government 
involved in the struggle. Obligations in 
the form of outstanding war-issues and 
continued high Government maintenance 
presuppose continuation of high taxation, 
creating a demand for capital on all sides. 
Such obligations must be reduced before 
taxation can be cut and the demand for 
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capital from this source thereby dimin- 
ished. 

It must be obvious that there are very 
great obstacles to the restoration of a nor- 
mal credit situation. Certainly the diffi- 
culties are so great that it will probably 
require a number of years before rates are 
back to their old low levels. 


Recent Progress 


On the other hand, there have been 
many manifestations of the beginning of 
an improvement in the general money and 
banking situation in the United States. To 
that extent at least, progress has been 
made. I refer specifically to the advance 
in the Federal Reserve ratio, the lowering 
of discounts in a number of the Federal 
Reserve banks and the generally lower 
level of commercial paper, call money and 
time money rates, As we conipare the 
figures on these various phases of the 
money and banking situation with those 
of a year ago, considerable improvement 
will have been noted. For example, the 
Federal Reserve ratio is now 57% against 
42% a year ago; the Federal Reserve dis- 
count level is at 6-614% against 614-7%; 
call money has recently been at 4% against 
10% ; time money is 662% against 7%- 
8%, and commercial paper rates are 634- 
7% against 74%4-8%. These are the results 
of a whole year’s liquidation. They are 
not unsatisfactory considering the period 
through which we have just emerged and 
if a similar rate of progress could be main- 
tained we would get out of the woods a 
little quicker than is now thought possible. 

The question is, however, whether such 
a rate of progress can be maintained and 
whether we have not reached a limit tem- 
porarily. It has been pointed out that a 
great deal remains to be done with re- 
gard to further liquidation of commodities 
and that it is extremely unlikely that Fed- 
eral taxation can be cut for some time. 
Of these two elements, it is almost certain 
that liquidation of commodities will be 
carried further until most industries, in- 
cluding agriculture, rest on a solid founda- 
tion. This will depend, of course, on what 
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extent the absorbing power of the world 
increases, but it is definitely known that 
half the world is short of goods and that 
with proper credit facilities, it should be 
possible to move these goods from the pro- 
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ducer to the consumer and thus re-open 
the channels of commerce. 

On the other hand, as confessed by lead- 
ing Government experts, there is small 
chance of the Federal budget being cut 
within the next two or three years to a 
limit to make a great difference in the 
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time money rates to descend below a 
534% level for the next three years. Pos- 
sibly after that period, so much progress 
will have been made in Government finance 
and general business as to permit a very 
rapid decline in interest rates from that 
time on, but it is certainly too much to 
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amount of taxation required. Payment 
of obligations resulting from the war alone 
will consume several billions annually 
(twice our national debt before the war) 
and there are other large items such as 
current expenditures, How is the Govern- 
ment to meet these obligations if not from 
taxation of one sort or another? Thus 
there is bound to be heavy Government 
financing for a considerable period and 
the Government like any other borrower 
will have to bid for its funds. An indica- 
tion of the probable trend of interest rates 
on Government securities was recently af- 
forded when the Secretary of the Treas- 
ury offered a new issue of 3-year notes 
bearing the unprecedented high rate of 
534%. If the Government has to pay such 
a rate or one corresponding to it during 
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the next three years, it is obvious that 
other interests, particularly private cor- 
porations, will have to pay a rate at least 
as high and probably considerably higher. 
It would be illogical, therefore, to expect 
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expect that this can happen within the 
period indicated. 

Call money rates, of course, are subject 
to more immediate influences than either 
time money or commercial paper, and con- 
sequently fluctuate in a wider range and 
more rapidly. Recent indications point 
conclusively to the gradual building up of 
a surplus of loanable funds which can 
be used for stock market purposes, and 
while the rate may at times reach a higher 
level than the present, broadly the trend 
is downward. 

The relationship between call money and 
the stock market is very close and the 
general swings of the market are governed 
and will be governed, to a certain extent 
at least, by the availability of funds for 
stock market purposes. A study of the 
attached graph will show how money af- 
fects the stock market. At the present, 
funds are just beginning to accumulate 
and inevitably they will find their way 
into the stock market, With call money 
rates permanently down to say 5-51%4% 
which appears likely enough within a year 
or so, the basis for a rising market will 
have been laid. 

The relationship between interest rates 
and the bond market is even closer. Bonds 
must decline as long as interest rates ad- 
vance; and in a general sense this is true 
of all fixed income-bearing securities such 
as bonds, notes and preferred stocks. The 
value derived from the interest of a bond 
does not consist of the number of dollars 
received annually by the investor, but in 
the amount of food, clothing, shelter, etc., 
he can buy with these dollars. When 
prices are high the purchasing power de- 
rived from bond interest is low for the 
simple reason that less can be bought with 
it. Correspondingly, when prices are low, 
the value of the bond increases. It is for 
this reason that bonds are low. when 
prices are high and that they are high 
when prices are low. The best grade of 
bond will almost always conform in price 
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Why Farmers Are Organizing 


A Sympathetic View of the Co-operative Movement Among Growers of Staple Commodities 


HERE is a good deal of Einstein rela- 
tivity, at present, in the economic 
relations of the consumer and the farmer. 
For what shall it profit the consumer that 
he have cheap food if the buying power 
of the farmer be thereby so reduced that 
the distributing business of the country 
stagnate for lack of demand? 

The latter is exactly what has happened, 
and although, in this particular, the col- 
lapse of Europe is the root of the trouble, 
the results are the same. Which brings 
us back to the elemental truth, that in this 
country, the welfare of any class is to be 
reckoned from the relative and not the 
absolute point of view. Which also means 
that we must utterly abandon the vague 
and fantastic idea that.the part the farmer 
plays in the general scheme 


By ARCHER WALL DOUGLAS 


The Fruit Growers’ Solution 


The solution was found in a very prac- 
tical way by the growers of Fruit Garden 
Truck and other products in California 
and the other Pacific Coast states. These 
growers formed co-operative associations 
which finally controlled every phase of the 
business from production grading, pack- 
ing, shipping, selling, to final delivery at 
far distant markets, often on the other 
side of the continent. It was an ex- 
traordinary example of intelligent analysis 
and vision applied to the successful solu- 
tion of a very complex problem, which up 
to that time was most unsatisfactory to the 
growers, Nothing is overlooked in this 
plan, from all the details of successful 
production and preparation of the products 
for market to nation-wide and often 


intelligently organized bodies with far- 
reaching connections all over the country, 
so that they may with some certainty know 
to what market their products can be 
shipped with certainty of finding a sale, 
and at profitable figures. 

Some of these associations, notably in 
California and the far Northwest, have 
established a world-wide reputation for 
the quality and attractive appearance of 
their commodities and sell them in suc- 
cessful competition with the home-grown 
products in other states because of their 
superior business methods and not be- 
cause of greater excellence in the goods 
themselves. This is largely due to the 
very intelligent and successful advertis- 
ing done by these associations, for by such 
advertising and standardizing of their 
goods they have firmly established them- 

selves with the consumer as 





of things is the part of a 
benevolent philanthropist, 
furnishing cheap food and 
clothing to the rest of hu- 
manity. 

In the beginning, the farm- 
er’s problem of production is 
the easiest solved of all his 
troubles, since he is, per unit 
of man, the most efficient 
agricultural producer in all 
the world. This in contra- 
distinction to the Old World 
unit of intensified, and often 
expensive, production per 
acre. 

It has long been known to 
the farmer himself, as well 
as to every student of agri- 
culture, that between the 
farmer and the consumer 
there exists a very expensive 
and inefficient system of dis- 
tribution which often pre- 
vents the farmer from ob- 
taining his due profit and the 
consumer from getting farm 
products at a _ reasonable 
figure. 

Now, it is always easier 
to state a difficulty than it 
is to remedy it. Especially 
in things economic, which 
are usually the result of 





Readers of the Magazine are already ac- 
quainted with the work of Archer Wall 
Douglas, who is chairman of the Committee 
on Statistics of the U. S. Chamber of Com- 
merce. In the accompanying article, Mr. 
Douglas answers the following highly impor- 
tant questions: 


Why are the farmers organizing? 
What do they expect to accomplish? 


Do they undertake to artificially control 
food prices? 


How will the movement, if successful, affect 
the consumer? 
Are there any other similar undertakings in 
this country? 


always giving goods of the 
same invariable quality and 
appearance. A dealer or 
consumer who purchases a 
box of their apples knows 
that he will get one hundred 
perfect apples, each neatly 
wrapped in tissue paper, and 
packed in an attractive box. 
The general methods of dis- 
tribution have not been es- 
sentially altered, but all of 
their phases have been the 
subject of rigid and intelli- 
gent economy, administered 
and controlled by the same 
parties who produced the 
commodities. 


Growers of Staple Com- 
modities Turn to Same 
Plan 


Inevitably the farmers 
who grew the great staples 
turned their attention to the 
ways and means which the 
growers of fruits and vege- 
tables found so successful, 
For these same farmers had 
tried all manner of methods 
in the past, and none of them 
achieved more than passing 
and transient success. 

plan, 








years of gradual growth and 

in the beginning had some good reason for 
their being. In this particular instance, 
the distribution of farm products, it was 
found that it was not so much the fault 
of some rapacious middleman, levying un- 
due toll, but rather the lack of co-ordina- 
tion in all the various phases of agricul- 
tural production and consumption. 

In other words, from the time agricul- 
tural commodities left the farm and before 
they reached the consumer, they passed 
through half a dozen disconnected and 
unrelated human,links in the chain of dis- 
tribution, each of whom had no other in- 
terest in the matter than his own immedi- 
ate profit. , 
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world-wide advertising. The net results 
of this association have been better prof- 
its to the grower, lower costs to the 
consumer, increased production and higher 
grade. products. There does not seem to 
be any attempt to restrict production in 
order to sustain prices artificially, nor 
has there been any apparent diminution in 
the number of links in the chain of dis- 
tribution, but rather the Co-operative As- 
sociations furnish all the links themselves 
up to the delivery to the final distributer. 
So successful are associations that they 


- are found in nearly all sections where 


fruits and garden truck are grown com- 
mercially in large quantities. They are 


The most obvious 
that of withholding their 
products from the market in hopes of 
thereby enhancing prices by creating arti- 
ficial scarcity, usually broke down in utter 
collapse, bringing loss instead of gain in 
its train. So a leaf was borrowed from 
fruit and vegetable growers’ associations in 
the way of team work in marketing. 
Among the early ventures were those of 
the livestock shippers who combined their 
small offerings to make full carloads, and 
thus obtain. lower freight rates and 
quicker and more certain transportation. 
There were also Co-operative Grain Ele- 
vators owned by farmers and they have 
become very numerous throughout the 
(Continued on page 354) 





The Business Situation 


How Reserve Banks View Conditions 


Philadelphia, Pa. 
“Buyers in All Lines Cautious, and Con- 
fining Purchases” 


(George W. Norris, Governor) 
Third District 

June 25, 1921.—Normally active trading 
has not developed as yet in the Third 
Federal Reserve District, and few signs 
of improvement are apparent in the busi- 
ness world at this time. Buyers in all 
lines are cautious, confining purchases for 
the most paft to goods needed for imme- 
diate consumption, and placing future 
orders of only limited size. 

Not all industries, indeed, are favored 
with even restricted future buying, iron 
and steel being a notable example. The 
last four weeks have been one of the 
worst. periods ever experienced in that 
business. The demand suffered a fur- 
ther relapse, prices declined in spite of 
the attempted stabilization, and production 
schedules were reduced to a point less 
than 25% of the industry’s capacity. Ship- 
building plants are in the throes of still 
greater depression; no new orders are 
being received, operations are confined to 
the completion of ships already under con- 
struction, and many old orders are being 
cancelled. : 

The demand for petroleum, both crude 
and refined, is poor, and that for bitumi- 
nous and anthracite coal but little better. 
Building operations are still hampered by 
the strike in the allied trades and, as a 
result, sales of building materials are 
small. Textiles are in a much better 
position, but their condition has not im- 
proved since last month. Silk goods are 
moving in good volume at firm quotations, 
and the raw silk market has recovered 
partially from its recent decline. The 
call for cotton and woolen goods is fair, 
but yarns and the raw stocks are moving 
slowly. Knit goods, as a group, are in 
good demand, but there is still much to be 
desired in the way of orders for future 
delivery. Full fashioned hosiery is in 
urgent request, owing to the scarcity 
created by the strike in the Philadelphia 
mills. At the present time there are no 
signs of a break in this deadlock, though 
it has existed since the attempt was made 
at the first of the year to reduce wages 
15%. 

The shoe situation is encouraging. 
Orders for fall delivery are being re- 
ceived daily, and the industry is assum- 
ing a more normal aspect. The leather 
market for the first time in almost a 
year showed definite signs of improve- 
ment. The demand broadened and 
much activity was displayed in lines 
which hitherto had been almost totally 
neglected. A most favorable develop- 
ment was the increased export call. 
Prices of the more desirable leathers 
advanced sharply late in May; but this 
in a measure served to check buying, 
and as a result quotations have reacted 
slightly. The hide and skin markets, 
too, improved during the month. 

Business in the printing and publishing” 
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industry is small and for this reason the 
strike of compositors, pressmen and press 
feeders has not created so serious a situa- 
tion as might otherwise have been the 
case. Retail trade fell off during May, 
the business done being 7.8% less than 
that of May, 1920. The larger portion of 
this decline is attributable to the difference 
in the price levels of the two months, and 
to the fact that sales during May, 1920, 
were greatly stimulated by a 20% dis- 
count campaign. 

On June 15, as compared with May 18, 
there was a decline of 5.4% in the holdings 





Seven members of the 


United States, have 
operated with THE MAGA- 
ZINE OF WALL STREET 
by forwarding the accom- 
panying summaries of busi- 
ness conditions in their re- 
spective districts. Two other 
Governors evinced a willing- 
ness to help us inform our 
readers, but were unable to 
forward summaries in _ the 
short time available before 
going to press. 

It should be noted that, in 
some cases, summaries 
are extracts from the month- 


by the 
the Board and Federal Re- 
serve Agents of the District, 
instead of by the District 
Governor. To avoid any pos- 


summaries as sent us are 
shown here. Governors Nor- 
ris, of Philadelphia; Van 
Zandt, of Dallas, and Well- 
born, of Atlanta, have given 
exclusive reports. 

As an index of business 


are more than authoritative. 











of discounted paper by the Federal Re- 
serve Bank of Philadelphia, and of 1.1% 
in Federal Reserve Notes in circulation. 
Deposits gained 1.7% and total reserve 
0.2%. Reserve ratio increased from 53.8% 
to 54.1%. A year ago reserve was 41.5%. 

Rate of commercial paper, rediscounts— 
unchanged at 6%. In the open market 
commercial paper was sold as low as 
6%4%, in the case of issuing firms of the 
. highest standing. The average price is 
634% to 7%. 


Bankers’ acceptances, up to 90 days ma- 
turity, now sell on 5%4% basis. 

The subscription of the Philadelphia 
Federal Reserve District for the issue of 
June 15 certificates and notes was $105,- 
714,600. The final allotment given the dis- 
trict was $70,843,000, divided into $25,333,- 
500 of certificates and $45,509,500 three- 
year notes. 

Savings deposits in this district de- 
clined for the third consecutive month. 
The loss during May was $1,288,518 com- 
pared with $1,182,818 in April and $599,- 
514 in March. Deposits on June 1 were 
5.4% in excess of June 1, 1920. 





Dallas, Texas 
“Definite Turn Toward Permanent 


Improvement” 


(R. L. Van Zandt, Governor) 
Eleventh District 


June 27, 1921.—Despite the deterrent 
influences which are affecting the 
Eleventh Federal Reserve District, 
two leading industries, agriculture and 
livestock, as a result of inequalities and 
unevenness in the process of readjust- 
ment in business conditions in the 
Southwest now show a definite turning 
toward permanent improvement. The 
present range conditions and crop pros- 
pects are splendid. Reports indicate 
the Texas cotton crop will be slightly 
later, at least 30 per cent smaller and 
by far more economically produced 
than last year’s crop. Harvesting of a 
20,000,000 bushel wheat crop and a 40,- 
000,000 bushel oat yield is going for- 
ward under favorable weather and labor 
conditions, furnishing employment for a 
goodly portion of the idle labor supply 
in the cities as well as on the farms. 
The new grain is moving freely and 
contributing its share to seasonal liqui- 
dation of indebtedness. 


In addition to liquidation from this 
source the district during the past three 
months has had the benefit of an ac- 
celerated movement of wool, mohair 
and cotton to eastern and foreign 
markets. Heavy liquidation of farm 
and ranch products is one of the con- 
tributing causes of the record-breaking 
contraction of bank loans that has been 
taking place in this district throughout 
the past Fall, Winter and Spring. Some 
conception of the extent and unusual 
character of this reducton of indebted- 
ness can be gained from the fact that 
between September 27, 1920, and June 
14, 1921, outstanding loans of the Fed- 
eral Reserve Bank of Dallas to mem- 
ber banks receded from an aggregate 
of $118,000,000 to the sum of only 
$68,000,000. Some $30,000,000 of the 
retirement was accomplished during 
the past Spring, the season which usu- 
ally witnesses the hea¥iest credit ex- 
pansion of the year. For example, last 
year during April and May there was 
an expansion of $29,000,000 in our 
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ccommodation to member banks, as 
cainst a contraction of $8,000,000 
uring the corresponding period this 
ear. 

It is apparent that our banks have 
realized the necessity of thawing out 
s; many frozen loans as was reason- 
bly possible and of restricting new 
res to the irreducible minimum of 
ieir clients’ needs. 

The most serious situation which at 
resent confronts our people is the 
ombination of untoward economic 
ynditions which threaten the livestock 
idustry with extinction. Faced by the 
ecessity of paying loans which were 
dvanced long ago against values more 
han double these of the present market 
-loans which are now being called by 
hanks in sheer  self-preservation—the 
tock raiser is forced to throw upon 
he market, at any price they may 
tring, his immature and _ ill-condition- 
.d cattle, sheep and hogs, both breed- 
ig herds and butcher stock. His 
light concerns the entire nation and 
with freight rates at the opposite ex- 
treme of the scale from livestock 
prices, bankruptcy must be the portion 
of many cattlemen unless financial as- 
sistance in some form, but in any event 
prompt and generous, comes to their 
rescue. With a few exceptions, (not- 
bly parts of Southern Arizona) South- 
vestern ranges were never in more 
splendid condition to accommodate 
larger herds. 

Wholesale and retail trade activity in 
this section naturally reflects the cur- 
tailment of the public’s purchasing 
power. due to industrial depression. 
Nevertheless, distribution in a number 
of retail channels—particularly apparel 
nd kindred lines—has been showing a 
tonnage increase over last year’s move- 
ment. The demand 
or automobiles, 


Atlanta, Ga. 
“Many Banks Red'scounting No Paper 
At All” 


.(M. L. Wellborn, Governor) 
Sixth District 

June 29, 1921——A great many banks 
in the Sixth District are in a very 
strong position and not rediscounting 
any paper at all. At least one-third of 
our members banks are not borrowing. 

Indications at present point to a fall- 
ing off in cotton production in the 
South of at. least four and one-half to 
five million bales compared with last 
year. 

With a revival of business, cotton 
will likely advance in price. 

Building conditions are improving, 
consequently tactories are resuming to 
meet the demand for goods. 


Chicago, Illinois 
“Situation Points to a Gradual 
Stabilization” 


(J. B. McDougal, Governor) 
Seventh District 


May 24, 1921.—General improvement 
in the financial situation points to a 
gradual stabilization of business condi- 
tions. Business is going through a 
process of “backing and filling” as a 
result of the effort to liquidate stocks 
purchased at higher prices, and to m- 
plenish at the new market level, lines 
of merchandise as they are exhausted. 

One factor stimulating hope in the 
business mind is the utterance of W. 
P. G. Harding, Governor of the Fed- 
eral Reserve Board, at the Foreign 
Trade Convention, expressing the belief 
that “we are now entering the final 
stage of the great post-war readjust- 


that we have witnessed and the read- 
justment that has followed, many 
credits which were thought to be liquid 
have been frozen.” His utterance that 
“now in the present situation where 
many institutions throughout the 
country find credits, formerly liquid, 
now in a frozen state, it seems import- 
ant fhat something be done to start a 
movement,” is stimulating renewed 
activity in the effort to break up the 
frozen credits and thus facilitate the 
thawing process. 


St. Louis, Mo. 
“Good Progress In Direction of Ultimate 
St : b ilizs tion” 
(D. C. Biggs, Governor) 
Eighth District 


June 28, 1921.—General business dur- 
ing the past thirty days has undergone 
no marked change as contrasted with 
the similar period immediately preced- 
ing. Reports of the various interests 
indicate considerable unevenness, and 
the factors emphasized as influencing 
conditions are about evenly divided be- 
tween favorable and unfavorable. Gen- 
erally, however, it is agreed that the 
public is in need of all sorts of commo- 
dities and possesses the wherewithal to 
purchase, but is insisting inflexibly upon 
proper values and prices. Where mer- 
chants and manufacturers are placing 
their wares on the market upon terms 
meeting public ideas of what they 
should cost, the movement into con- 
sumption is excellent and compares 
favorably with former seasons. On the 
other hand, stagnation continues to 
obtain in lines which have not been 
adjusted to square with the general 
leveling processes which have been 
working through industry since the de- 
cline in prices set in 
last year. Sentiment 





tires and accessor- 
ies in particular is 
responding well to 
the stimulus of new 
low prices. In 
wholesale trade, the 
movement has been 
slightly below the 
1920 record, and 
shows no signs of 
deviating from the 
long _ established 
domination of the 
retailer’s hand-to- 
mouth purchasing 
habits, although the 
past month de- 
veloped more evi- 
dences of price sta- 
bilization in whole- 
sale channels than 
have been visible 
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in the business com- 
munity was damp- 
ened somewhat by 
failure of results in 
May to maintain the 
upward trend _ini- 
tiated in April, but 
the more seasonable 
weather of June in 
addition, to benefit- 
ting crop prospects, 
has stimulated 
merchandising and 
tended to revive op- 
timism to some ex- 
tent. 

One universal 
comment among all 
lines investigated 
was upon the ultra- 
conservatism of buy- 
ers, both merchants 











since the decline of 
prices began. 

The further 
prices in June placed an added damper 
upon drilling activities. The slow but 
steady increase in construction work “at 
the larger centers has improved the de- 
mand for lumber and absorbed some 
of the unemployment in the building 
trades and lumber industry. Common 
labor for all purposes is plentiful at 
reasonable rates. 
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reduction of petroleum 


ment period,” and that “the most of 
our problems are now behind us, from 


a banking standpoint.” Continuing, 
Mr. Harding said: “The one great 
problem which still confronts the 
banker, and it is a problem which also 
concerns the producer and the distribu- 
tor equally, is the question of how to 
thaw frozen credits, because, of neces- 
sity, after the great period of expansion 


and the public. This 

attitude is ac- 
counted for by various explanations, 
chief among which is the current be- 
lief that prices have not reached the 
ultimate limit of their downward trend, 
especially in the retail section of dis- 
tribution. Another reason mentioned, 
and which refers particularly to the 
country, is the uncertainty relative to 
the outcome of agricultural production 


(Continued on page 364) 
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Business in Transition | 
More Progress Toward Adjustment—Greater Stability in Prices—The Decline in Foreign Trade— 


HERE is a transitional state of things 
in business which is partly the result 
of “off-season” condition of affairs and in 
part the consequence of incomplete read- 
justment. It is seldom true that the month 
of June is a time of great activity. Spring 
and summer goods have been supplied and 
autumn demand has not yet set in. This 
year the hope of some had been that there 
would be a continued steady demand for 
items whose production had been reced- 
ing, or whose supply had been too greatly 
reduced by reason of the industrial disturb- 
ances of the past few months. This may 
be in some measure still the case, but’on 
the whole the expected revival is still slow 
and retarded, and the process of developing 
a better situation in business will, it is 
now generally conceded, take a long time. 
Most forecasters are currently setting the 
date of revival at early autumn but now 
as always it is well never to fix a specific 
time for a process which in itself requires 
a good while and must be more or less 
slow in its working out. Still it is appar- 
ently true that the many important factors 
in different lines of business aré looking 
forward to a good autumn trade in the 
opinion that demand will attain a very 
considerable amount of development in the 
course of the summer. 
Industrial Situation 

The industrial situation is not materially 
changed from that which existed during 
the month of May. About the best that 
can be said for it is that there has been 
no more than a seasonable reaction in 
most lines and that the business outlook 
as a whole has not deteriorated. The 
bright spot in the situation is seen in the 
promise of excellent crops, the composite 
condition of various crop prospects fur- 
nished by the Department of Agriculture 
being now only very slightly behind that 
which was quoted a year ago. It is true 
that the outlook for cotton is only moder- 
ately good but even this bids fair to im- 
prove, while with the large carry-over of 
cotton there will be an ample supply of the 
staple. It may generally be said, therefore, 
that with wages and farm costs fairly well 
readjusted all around, the food producer 
will have a very much less trying year in 
1921 than in 1920 even though his prices 
do not gain very greatly above existing 
levels. . 

In the manufacturing lines which had 
already shown a definite disposition to re- 
cover, such as textiles of various kinds, 
boots and shoes, and others, the stronger 
influences have continued their work and 
June results have shown a good outlook. 
Perhaps the least satisfactory element in 
the situation is the apparent inability to 
book far ahead. The steel. industry con- 
tinues to be entirely out of harmony with 
other elements in the industrial situation 
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so that its orders which are still running 
down mean little more than that this par- 
ticular branch of business has not yet re- 
adjusted itself to the new situation. Too 
much weight should not therefore be given 
as a general business indicator to the fall- 
ing off shown in the graphs for steel and 
pig iron which for reasons already fully 
explained in past months are inadequate 
to the measurement of the presént situa- 
tion. 

An interesting light upon the general 
business situation is thrown by the index 
of credit activity, a graph relating to which 
has been regularly furnished during the 
past few months. As it was there shown 
under the head of Bank Transactions as in- 
dicated by Debits to Individual Account 
after reaching the low point of $32,115,000,- 
000 as an April average, the line has turned 
upward during May, reaching an average 
figure of: $32,500,000,000. Partial returns 
for June indicate that the upward move- 
ment is still continuing and this in con- 
junction with the figures for railway move- 
ment and returns showing the volume of 
retail trade suggest distinctly that an era 
of greater business activity has set in, al- 
though of course positive predictions as to 
the duration of the movement can never 
be made. 


* Price Movement Slowed Down 


Business interest has fairly definitely 
turned away from the price situation dur- 
ing the past month. Index numbers for 
May both representing conditions in this 
country and abroad have shown a practical 
cessation of price reductions for that 
period, Probably not over one half to one 
per cent represents the further falling off 
in prices during May. The month of June 
has apparently seen some renewal of price 
reaction, declines in the case of some com- 
modities running to considerable figures. 
It is further to be noted that additional 
price reductions, particularly in such com- 
modities as steel, are now positively pre- 
dicted. However, it is.still clear that the 
price revision process is essentially a revi- 
sion in the strict sense of the term and not 
a further shrinkage. 

The falling off for June as finally shown 
by index numbers will probably not be 
more than 3 to 4 per cent and even this 
will have been brought about through 
changes in a relatively small number of ar- 
ticles. This necessarily points to a greater 
degree of stabilization in business. There 
is no factor that has tended to retard the 
recovery of confidence more than the un- 
certainty about prices which has led some 
business concerns to refuse to buy, because 
of the. relief that their materials or the 
articles which they were to resell would 
recede before they could get rid of the 
stock on hand. The evident movement 
toward definite stability is therefore to be 
reckoned one of the most important factors 
pointing toward eventual business recovery. 
Some time is required always to convince 


traders that they need not look for further 
savings through price concessions but this 
need not be unduly great. 


Foreign Trade Dubious 


While it is true that our domestic con- 
dition is sound and is increasingly hopeful 
it must be confessed that our foreign trade 
outlook continues ‘to be at least dubious. 
There is further falling off in the volume 
of business and our balance, as shown by 
official figures for the month of May, is 
only $122,000,000. So-called increases in 
importations are not of very much sig: 
nificance. In part they represent Ameri- 
can goods which were sent abroad and are 
now returned on account of cancellations; 
to some extent they are European goods 
that have been shipped here under the im- 
perative necessity of making dollar ex- 
change. There has been no serious “in- 
vasion” of our markets and the source of 
legitimate anxiety is to be found merely 
in the continued inability of European and 
Oriental buyers to take our product as 
largely as in the past, as well as in their 
continued disposition to pay us in gold 
rather than in goods. 

The tendency in foreign trade is well 
illustrated by the current figures of the 
graph which records the continuation of 
the decline. In this connection reference 
should be made to the new tariff reported 
to the House of Representatives on June 
30. The effect of this measure, it is gen- 
erally admitted, will be to raise duties de- 
cisively,—indeed, to an extent probably ex- 
ceeding anything known in American his- 
tory. This cannot help having an impor- 
tant effect upon our foreign trade and its 
effect will be an early one since importers 
will naturally seek to protect themselves 
against duties to take effect later on by in- 
creasing their purchases. Congress may 
head off this tendency by enacting a pro- 
posed plan for making the duties take effect 
retroactively but this is not likely. 


Cost of Money 


The cutting down of Federal reserve re- 
discount rates to what is practically a basis 
of 6 per cent for ninety day paper was fol- 
lowed by a similar cut at the Bank of 
England with parallel reductions by other 
central: banks. This has been expected to 
bring about a very decided reduction in 
money costs. For some time after the 
change in rediscount rates had been ef- 
fected, there was no perceptible influence 
upon either call, time or commercial 
charges. Sharp stock market liquidation 
in the middle of the month, and thereafter, 
produced a release of funds which led to a 
very decided cheapening of call rates. This, 
however, was accompanied by but little 
chahge in time rates and by scarcely any 
commercial paper charges, since the reduc- 
tion of about % of 1 per cent which oc- 
curred some weeks ago. 

The advance during the-latter nart of 

(Continued on page 366) 
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The Bond Market 


-Bond. Prices Steady 


Collapse in Stocks Not Duplicated Here—Possibilities of U. S. Realty Issues 


HILE liquidation has continued in the 

stock market on a heavy scale, carry- 
ing prices of representative issues, both 
rails and industrials, to new low levels, the 
bond market has been characterized by 
dulness rather than weakness and appears 
to have assumed a waiting attitude. Spe- 
cial weakness has cropped out in some 
sections of the list, particularly in the ob- 
ligations of a few companies that have 
been affected by the industrial readjust- 
ment that has been going on, but bond 
prices generally have maintained a firm 
tone and have shown a disregard for the 
downward tendency in the stock list that 
is nothing short of remarkable. Under 
ordinary circumstances a prolonged de- 
cline such as has been witness@d in the 
stock market would have been accom- 
panied by considerable selling of invest- 
ment issues to protect speculative commit- 
ments. Some liquidation of this kind has 
taken place, it is true, and has been re- 
sponsible in part for the weakness in some 
bond and preferred stock issues. Gen- 
erally, however, the bond market has ex- 
hibited a degree of firmness which sug- 
gests that bond issues are now in strong 
hands and that buying orders have been 
placed in ‘the market by large investors 
who realize the improved conditions in the 
investment field and who are taking advan- 
tage of the present opportunity to pick up 


By H. I. PERRINE 


the many bargains available. The firmness 
of bond prices as contrasted with stock 


prices is illustrated in the accompanying 
chart. 
Better Market Coming 


There are many straws in the wind that 
point to a much stronger and more active 
bond market in the near future. Attention 
has frequently been directed in these col- 
umns to the many factors that indicate 
higher prices for securities bearing a fixed 
rate of return. At the risk of boring our 
readers, we desire again to emphasize the 
fact that the action of the money market 
(which more than any other one thing 
governs the course of bond prices) defi- 
nitely forecasts a higher selling level for 
bonds. The reserve ratio of the Federal 
Reserve Bank System has shown a steady 
and gradual improvement from week to 
week and now stands at the highest point 
of the past thrée years. This has brought 
about the lowering for the second time 
within two months of the re-discount rate 
by one of the Reserve Banks and will no 
doubt lead to further reductions by the 
other banks. It has made for easier rates 
in all money markets, as is indicated by 
the freer offerings of both commercial 
paper and time money as well as of call 
funds. With the credit tension lessened 
and surplus funds piling up, it is but nat- 
ural that a certain percentage of these 
funds should seek employment in the bond 
market. This prospect of easier money is 
a factor of the greatest importance as ap- 
plied to the future of the bond market and 
is looked upon with a great deal of satis- 
faction by bankers. 
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In addition to the improved credit out- 
look there are several other important fac 
tors that should make for higher price: 
for securities. Commercial failures have 
been showing a tendency to decline; 
freight car loadings have been increas- 
ing from week to week, thus indicating 
general improvement in business; labor 
conditions are beginning to improve; 
foreign credits are being gradually 
thawed out; various industties that were 
the hardest hit during the past year are 
giving evidence of recovery. In other 
words, signs are not lacking that an in- 
dustrial revival of considerable extent is 
not far distant and that the readjustment 
that has been going on for the past year 
has just about accomplished its purpose. 
With all these evidences of a change for 
the better, it seems hardly possible that 
the bond market can hold back for much 
longer. 


The Rail Bonds 


While the general railroad bond market 
has not shown any definite trend upward, 
two or three issues have been prominent 
on the up side and have afforded evidence 
that investors are not overlooking the pos- 
sibilities of this section of the list. A 
factor making for improvement here is the 
report that plans are under consideration 
by the Government to fund the railroad 
obligations over a period of from ten to 
fifteen years and thus make payment to 
the roads for the money due them by the 
Government on claims which resulted 
from Federal control. A plan along these 
lines is expected to be drawn up in the 
near future. Such a favorable develop- 
ment would most certainly be reflected in 
the prices of railroad bonds since it would 
provide the roads with much needed cash 
at a time when it would be most ac- 
ceptable. 

Railroad bondholders have much to look 
forward to in the matter of price appre- 
ciation of their securities. Railroad traf- 
fic is improving, operating expenses are 
undergoing reduction and the outlook for 
the balance of the year is for greatly in- 
creased net results. All classes of rail- 
road bonds should reflect the changed con- 
ditions, but the lower priced issues should 
derive the greatest benefit therefrom. In 
the writer’s opinion, these lower priced 
issues should be bought-in preference to 
the so-called old line bonds. 

The NEW HAVEN DEBENTURE 6S, 
due in 1948, have been prominent in the 
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trading, selling off on the report that the 
road might possibly default on the interest 
due July 1. In answer to this report, how- 
ever, the president of the road has issued 
a statement to the effect that the affairs 
of the road were showing improvement 
and that there was no doubt in the mind 
of the management that the company would 
meet the interest, rentals and other fixed 
charges due on July 1. ‘Decreased operat- 
ing costs have been a factor making to- 
ward improved earnings and when the 
July 1 wage reductions go into effect fur- 
ther progress in this direction will .be 
made. 


U. S. Realty’s Outlook 


Among industrial bonds the UNITED 
STATES REALTY & IMPROVEMENT 
5S, due in July 1924, have been unusually 
steady close to their top of the year and 
have been affected scarcely any by the 
recent decline in security prices. Strength 
of the bonds may be attributed to the 
strong financial condition of the company 
as disclosed in the report covering the past 
fiscal year and to purchases of the issue 
by the company for caricellation. There 
were $13,284,000 of these bonds originally 
issued in 1904. Of this amount $2,489,000 
have since been retired, leaving outstand- 
ing at present $10,785,000. During the last 
fiscal year alone the company purchased 
and cancelled $1,035,000 of the bonds. 

At the end of the last fiscal year in 
April, the U. S. Realty Company had more 
than $2,000,000 cash in its treasury and its 
net quick assets were close to $3,000,000. 
As the company does not have any great 
need for such a large amount of working 
capital, the same can be used to advantage 
in buying the bonds at the large discount 
their present price affords. The discount 
obtained on every bond purchased adds 
just so much to the company’s earning 
power and strengthens the financial posi- 
tion to just that extent. During the recent 
decline which took place in U. S. Realty 
stock, there is no doubt but that the com- 
pany put in large buying orders for the 
bonds, since they could then obtain a fair 
sized block without bidding up the price 
to any great extent. 

Last year U. S. Realty earned more than 
$15 per share on its outstanding stock. 
Interest on the debenture 5s was earned 
five times over. The earnings outlook for 
this year is excellent and there is every 
reason to expect a showing equally as 
good if not better than last year. In 
view of this favorable earnings posi- 
tion and the low selling price of the 
bonds, it would seem that they afford 
one of the best buying opportunities on 
the board in the industrial list. At their 
current selling level the yield on the 
purchase price to maturity is about 10%. 
Such a high yield on a bond of this 
character is very unusual. The bonds are 
not, of course, secured by a mortgage but 
they are protected by an agreement on 
the part of the company that it will not 
execute any general mortgage covering its 
assets unless it shall first have secured 
payment of principal and interest on these 
bonds by a mortgage or deed of trust of 
such assets. The bonds have a large equity 
behind them in the shape of. valuable prop- 
erty and real estate holdings, such as the 
Trinity Building, the U. S. Realty Build- 
ing, the Whitehall Building and other 

(Continued on page 352) 
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First Aid to Bond Buyers 


Denomination in Which Issues Are Available Added Feature of 
Guide—Two Speculative Bonds Advance Sharply 


HE publication of our new Bond 
Buyers’ Guide, under the caption 
“First Aid to Bond Buyers,” in our last 
issue, has aroused considerable comment 
and brought forth a number of commenda- 
tory letters from our readers. It is now 
apparent that we were fully justified in 
the belief that a guide of this character 
would prove of practical aid to intending 
investors. 

Among the letters received from read- 
ers, there were numerous requests that 
the issues listed in the new guide be marked 
in some way to show what issues were 
available in $100 denominations, $500 
denominations, and so on. The value of 
this suggested feature was readily appar- 
ent; and we have, therefore, incorporated 
it in the Guide for this issue. 

As explained below, issues available 
only in $5,000 denominations are now 
marked (aa); those available in $1,000 
denominations are marked (a); those in 
$500 form (b); and those in $100 pieces 
(c). Moreover, since we realize the wide 
demand for bonds of the $100 type, it 
will be our purpose to add issues of this 
size from time to time, listing and grading 
them in their respective groups. 

Advances In Speculative Groups 

In our last issue, referring to the Spec- 
ulative Group contained in the Guide, we 
said: “The final group, ‘Speculative,’ will 


probably interest a great many of our 
readers. It undoubtedly contains what, at 
the present time, are the most promising 
speculative opportunities the Bond Market 
offers.” In this connection, it is worthy 
of note that two of our recommenda- 
tions in the Speculative Group advanced 
sharply in the last fortnight, American 
Cotton Oil 5s rising from 65 to 73%, 
or more than 8 points; and Interboro’ 
Rapid Transit 56 from 51% to 55, or 
nearly 4 points. 

Similar fluctuations are likely to occur 
in this group as time goes on; and, al- 
though we would again emphasize the fact 
that such bonds as these may be quite as 
speculative as stocks, still they certainly 
represent very attractive possibilities for 
the investor who can afford to run some 
risk. 

Rail and Government Bonds Later 


In the next issue of the Macazine, Gov- 
ernment and Railroad bonds, which we 
have not listed thus far, will be treated. 
Just as in the case of the Industrial and 
Utility issues, these now groups will be 
graded by us according to their compara- 
tive desirability from an investment or 
speculative standpoint. 

This latter summary in subsequent is- 
sues will be combined with the summary 
shown here, so that investors will eventu- 

(Continued on page 370) 
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BOND BUYERS’ GUIDE 

Industrials GILT EDGE Apx. Price Apx Yield 
Be Memb Or SS Gad oi vwodeceds dcctcscdesccccess 16% 6.45% 
2. Cn PED Sion. casenesccaseseegecctee Deb 845, 6.10 
3. International Paper (a) 5s 81% 6.45 
4. Indiana Steel (a)............... 88, 5,80 
5. FP. Lorillard (aa).......-...ss00s 105% 6,55 
6. Liggett & Myers (aa)... ......ccceesececeeees 87% 5.90 
FF ane ee 921, 5.65 
S.E.M, coca Sidcccduahetspecesee 91 5.60 
pT EE cca vccdeccccocbectexsess 93% 5.75 
i ee Beis wean b cduiccsescasdesicouve 9414 5,25 

Public Utilities 
rh ks ooo. co cseaseepecocsece 81% 6.50 
OSI SER CD a oss dreswac ond ccewSdsesece 90% 6.80 
3, Pacific Tel. & Tel. (a).............. Sappeeeen 83 6.75 
GT ee D. Gcie ccccccccnbeccccccccess 78% 6,55 
en nnn anne na setisbhsooeese’ 83%, 6.45 
6. Cal. Gas & Electric (a) ; 86% 6.35 
7. Western Union Tel. (a) 80% 5.90 
8 ww. YY. @, BL, H. & P. 81% 6.45 

Industrials: 
BR Oe is OD. coc ccccsosonnemcvesescccscct 831, 7.60 
2. Bush Terminal Bldg. 71 7.25 
8. Adams Express (b). ... 2... .. sc cccccewnncccane 69 7.60 
4. 97 7.95 
5. 77% 8.30 
6, 77% 8.30 
7. 102% 7.20 
8. 5s, 1 7 7.15 
9. 5s, 75 7.80 
10, 5s, 76 7.00 
11, 5s, 1947 76 7.00 
12. 8s, 1941 981, 8.10 
1. 5s, 1940 77% 7.10 
2. 5s, 1945 6.95 
3. 5s, 1941 78% 7,05 
4. Edison (c) 5s, 1949 79 6.65 
5. Utah Power & Light 5s, 1944 76% 7.06 
6. Cumberland Tel. & Tel. (b)....... .-eseeees 5s, 1987 78% 7.35 
1, 10,65 
2. 10.40 
3. 9.10 
4. 9.10 
5. 13.30 
1. 7.95 
2. 9.20 
3. 9.20 
4. Corpora: 8.05 
5. . 10.00 
(aa) Lowest denomination 






























Switches for Bondholders 


How to Improve Yields Without Sacrificing Security 
By R. M. MASTERSON 


HEN the market has tumbled so 

far as to look as if it were going 
clean on down through the floor, the 
wise investor, instead of bemoaning his 
losses, gets out his pencil and starts to 
figure how he can improve his position 
or possibly make some profits. This 
he may do by making some intelligent 
switches. There are always some issues 
which are less affected than others by 
a decline in the market and it is pos- 
sible, in many instances, to switch into 
an issue equally as secure as the one 
held and make a profit or obtain a 
higher yield by the trade. 

During the past year or so, many. 
bonds and notes have been brought out 
carrying coupons of high rate—7 to 8%. 
A large number of these securities are 
selling today at varying degrees below 
the prices at which they were offered 
and. the opportunities for profitable 
switches are many. Among this class 
of securities there are four distinct 
types of switches possible: 

Type I. Switching into an issue of 
the same general character as the one 
originally held, having at least an equal 
degree of security and selling several 
points below. 

Type II. Selling a bond which ma- 
tures in one or two years and reinvest- 
ing the proceeds in a security of longer 
maturity. As a sound issue of early 
maturity is bound to sell close to par, 
by this type of switch the investor is 


volved or where a better chance for a 
quick comeback exists. 

Each of the foregoing types of switches 
is illustrated in the following definite sug- 
gestions: 





TYPE |! 


Anaconda 7s, 1929 (at 92) Into 
Kennecott 7s, 1930 (at 90) 











Anaconda Copper Mining secured 
gold series B 7% bonds, due January 1, 
1929 into Kennecott Copper 10-year se- 
cured 7% gold bonds, due February 1, 
1930. The Anaconda 7s are selling at 
slightly above 92, the Kennecott 7s at 
about 90, thus indicating a profit of 2 
points from the exchange. Both bonds 
are of the same general class, mature 
within 13 months of each other, and 
while they are both well secured it is 
the opinion of the writer that the Ken- 
necott bonds, from an investment 
standpoint, are somewhat stronger than 
the Anacondas. 

The Anaconda series B 7s are out- 
standing in amount of $25,000,000; in 
addition, series A 6% bonds aré out- 
standing in an equal amount, making 
the total outstanding amount of the is- 
sue $50,000,000. The bonds are the di- 
rect obligation of the Anaconda Copper 
Mining Company and are secured by 
pledge with the trustee of stocks of 
constituent companies, comprising prac- 
tically their entire capitalization, which 
were valued by the company at $100,- 
000,000. This valuation was placed on 








= 


t Estimated. 





ANACONDA 7s—KENNECOTT 7s 


ee TR oc ctncecnecscesetseodsnec 
Date of Maturity ......6..cccceeeceteneevees 
Deberees BAAD See cc vcccctsavedboceccceccesecce 
Bee GRAD ccc ccwccccecscecdeecccccavssesweces 
Net Assets (Dec, 31, 1920) .........ccceecees 
Net Assets per $1,000 Bond ...........seeee0s 
Value Pledged Collateral ............ssseeeeee: 
Value Pledged per $1,000 Bond .............. 
1920 Earnings Available for Interest........... 
1920 Earnings Times Total Interest Charges.... 
BURRS DUES ca cccccscvcnssoccacvcccecsoccnicce 
Approximate Yield to Maturity ...... Covcccece 


Anaconda 7s Kennecott 7s 
wee $50,000,000 $15,000,000 
oes Jan. 1, 1929 Feb. 1, 19380 
eee 1% 1% 
we 2% paid Not paid 
eee $251,315,962 $133,611,233 
see $5,026 $8,907 
eee t $75,000,00 $23,500,000 
see $1,500 $1,560 
ane $5,084,904 $2,749,084 
aes 1.50 2.93 
eae 92 ad 90 
eee 8.66% 8.94% 

















able to take advantage of the depressed 
price of the longer term bond. 

Type III. Selling a security whose 
market. price has been well maintained 
- and reinvesting in a bond whose market 
price has been depressed but which is 
unquestionably sound. 

Type IV. Getting out of a bad situ- 
ation. Selling a security which has had 
a severe break, due to certain unfavor- 
able developments in the affairs of the 
issuing company which endanger the 
safety of the principal, and placing the 
fands where less element of risk is in- 
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this pledged collateral (by the com- 
pany) in October, 1920, when the series 
B bonds were offered for public sub- 
scription, and there is a question as to 
whether this valuation would be a fair 
one at the present time, owing to the 
decline which has since come about in 
all classes of securities. Probably $75,- 
000,000 would come nearer to being a 
sound estimate of the worth of this 
pledged collateral at the present time. 
On this assumption there is approxi- 
mately $1,500 in pledged collateral be- 
hind each $1,000 of outstanding bonds. 


The company’s latest balance sheet, 
dated December 31, 1920, showed total 


net assets of $251,315,962, the equivalent . 


of over $5,000 behind each $1,000 of 
oftstanding bonds. Income available 
for interest charges for 1920 amounted 
to $5,034,904, approximately 1% times 
total annual interest requirements on 
the bonds of $3,250,000. 

Following the bonds, the company 
has outstanding $116,562,500 capital 
stock of a par value of $50 per share, 
which at current market quotations in- 
dicates an equity of $84,025,000 over and 
above the outstanding bonds. This is 
the equivalent of $1,680 for each $1,000 
bond. 

Covenants of the trust agreement 
provide that the company, or sub- 
sidiaries, will not mortgage or pledge 
any of their fixed assets without pro- 
viding prior security for the bonds and 
it is provided that the earned surplus 
shall never be -educed to an amount 
less than the amount of outstanding 
bonds. 

Anaconda Copper Mining Company 
is a strong company and the secured 
gold bonds are unquestionably safe but 
comparison shows the Kennecott bonds 
to have an equal, if not greater, degree 
of security.—vol. 27, p. 648. 

The Kennecott secured 7% gold 
bonds are authorized and outstanding 
only in amount of $15,000,000. These 
bonds are the sole outstanding debt of 
the Kennecott Copper Corporation and 
they are secured by pledge with the 
trustee of 500,000 shares of the capital 
stock of the Utah Copper Company. 
This stock is listed on the New York 
Stock Exchange and even at present 
depressed market prices the value of 
the pledged shares amounts to $23,- 
500,000, or approximately $1,560 behind 
each $1,000 Kennecott bond. Utah 
Copper Company has no funded debt 
or preferred stock and it is one of the 
few copper stocks still paying divi- 
dends. At the present rate of $2 per 
annum the income from this pledged 
collateral is practically sufficient to 
cover total annual interest charges on 
the 7% bonds. 

Kennecott’s balance sheet, dated De- 
cember 31, 1920, showed total net assets 
of $133,611,233, the equivalent of $8,900 
behind each $1,000 bond. Income for 
the year 1920, available for bond inter- 
est, after allowing for depletion of $3,- 
505,833, amounted to $2,749,084, against 
total bond interest of $939,167. 

The Kennecott Copper Corporation 
has outstanding 2,787,081 shares of capi- 
tal stock which at current market 
prices indicates an equity of $50,167,458, 
the equivalent of over $3,350 over and 
above each $1,000 bond. 

Kennecott and Anaconda are both 
strong companies, they are both low 
cost producers, and with a return to 
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normal conditions neither company 
should experience any difficulty in giv- 
ing a satisfactory account of itself. A 
comparison of the two bonds, however, 
certainly shows the Kennecott issue to 
have the greater degree of security and 
there is no reason for a holder of Ana- 
condas not to avail himself of the two 
or more points profit possible by a 
switch to the Kennecotts—vol. 28, 
p. 320. 





TYPE Il 
Bethlehem Steel 7s, 1922 (at 99) Into 
Bethlehem Steel Equipment 
Trust 7s, 1935 (at 92) 











From Bethlehem Steel Corporation 
secured 7% gold notes, of July, 1922 
maturity, into Bethlehem Steel Com- 
pany 7% marine equipment trust cer- 
tificates due October 1, 1935. The 
Bethlehem Steel 7s of 1922 are quoted 
at about 99 against 92 for the equip- 
ment 7s, thus offering an opportunity 
to switch a short maturity into an issue 
running over 14 years, without impair- 
ing the safety of the original invest- 
ment and at the same time at a “profit” 
of about 7 points. 

The Bethlehem Steel Corporation is 
a holding company operating several 
subsidiaries, including the Bethlehem 
Steel Company and the Bethlehem 
Shipbuilding Corporation, Ltd., and the 
combined earnings of these two _sub- 
sidiaries comprise practically the entire 
earnings of the Bethlehem Steel Cor- 
poration. 

The 7s of 1922 are the obligation of 
the parent company, issued under a 
joint indenture with the Bethlehem 
Steel Company. They were originally 
issued in amount of $50,000,000 matur- 
ing serially, but at the present time 
there are outstanding only $7,500,000, 
maturing in 1922, and $20,000,000 ma- 
turing in 1923, the balance having been 
either paid off or redeemed. They are 
secured: by pledge of $70,000,000 of the 
consolidated mortgage 6% bonds of the 
company and they are additionally pro- 
tected by certain covenants of the Trust 
Agreement. Unquestionably _ these 
notes are sound in every respect, but 
as we are considering switching from 
them and not into them a more de- 
tailed description of their merits is un- 
necessary. 

The Bethlehem Steel Company 
marine equipment 7s of 1935 are issued 
and outstanding in amount of $20,000,- 
000. These certificates are issued under 
the so-called “Philadelphia Plan” and, 
as most investors are aware, an equip- 
ment trust obligation is one of the 
safest forms of investment. The cer- 
tificates are issued against five steam- 
ships of 20,000 deadweight tons each, 
to be constructed, and five steamships 
already constructed totaling 52,417 
deadweight tons, all of which are under 
3 years old, making a total fleet of 
152,417 deadweight tons. The purchase 
price of the five ships to be constructed 
and the reproduction value, less depre- 
ciation, of the five ships now in service 
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aggregates over $30,000,000 or 50% more 
than the maximum certificates issued. 
These ships are all under American 
registry and carry the highest classi- 
fication under the American Bureau of 
Shipping. 

As provided (under the “Philadelphia 
Plan”) title to the ships is vested in the 
trustee (as representing the certificate 
holders) and they are chartered to the 
Bethlehem Steel Co. which will pay 
charter hire that will cover dividend 
warrants (interest) and retire the entire 
issue by maturity. These charter pay- 





TYPE Ill 


Diamond Match Debenture 7 %s, 1935 
(at 103), Into Mexican Petroleum 
Convertible 8s, 1936 (at 93) 











The Diamond Match Company 74% 
sinking fund debentures of November 
1, 1935, are one of the few issues whose 
market price has held up well in spite 
of the general liquidation of the past 
few months. These debentures were 
offered to the public in November, 1920, 











Net Assets (Dec. 31, 1920) 





DIAMOND MATCH 714s—MEXICAN PETROLEUM 8s 


Net Assets per $1,000 Bond ...............+.. : 
1920 Earnings Available for Interest.......... 
1920 Earnings Times Total Interest Charges... 
Buenas Baked ccccccccccccccscccccsccccccccece 
Approximate Yield to Maturity ............... 


Diamond Mexican 
Match 7%s Petroleum 8s 
rs $6,000,000 $10,000,000 
Siee Nov. 1, 1985 May 1, 1986 | 
—— 7% % 8% 
= 2% paid 4% paid 
‘on by Pan. Am. Petro. | 
& Tr. Co. | 
into Pan, Am. ‘“‘B”’ 
at $100 
pose $26,020,980 $75,801,108 | 
eee $4,335 $7,580 
seus $2,597,300 $11,863,487 
5.75 18,75 
soda 102% 93 
re 7.10% 9.05% 














ments are guaranteed by the Bethle- 
hem Shipbuilding Corpn., Ltd. thus 
placing behind these certificates the 
strength and credit of substantially the 
entire Bethlehem system. As the trus- 
tee does not relinquish title to the 
equipment until all certificates have 
been paid off it is plain that the equity 
behind the outstanding certificates is 
constantly increasing. 

The trust agreement and charter fur- 
their provide that if at any time the de- 
preciated value (calculated at the then 
current reproduction cost new of simi- 
lar tonnage, less depreciation at the 


rate of 5% per annum from the respec- 


tive dates of construction) of the ships 
falls below 150% of outstanding cer- 
tificates the company will maintain this 
margin by the delivery of additional 
ships or by pledge of U. S. Govern- 
ment obligations, Bethlehem Steel Cor- 
poration consolidated mortgage bonds 
or other securities legal for trust funds 
in N. Y. State taken at their market 
value. Pending completion and de- 
livery of the ships about to be con- 
structed the company agrees to main- 
tain the above mentioned margin of 
50% in tonnage under construction or 
in operation or in the securities above 
mentioned, in respect of all certificates 
not covered by their face amount in 
cash or U. S. Government obligations 
of equivalent market value held by the 
trustee. In this connection the writer 
has learned from what he believes an 
authentic source (although not official) 
that the trustee is holding U. S. 
Treasury certificates of indebtedness 
for over half the amount of outstanding 
certificates. ; 

The safety of these equipment trust 
7s is apparent and unquestionably they 
are selling at bargain prices at the 
present time.—vol, 28, p. 172. 


at par and interest. They were subse- 
quently listed on the New York Stock 
Exchange where their market price rose 
to 103. They have been maintained at 
practically that figure ever since and 
the bonds are selling at this writing at 
about 10234. The fact that their price 
has held up so well is probably ex- 
plained by their having been excep- 
tionally well distributed and placed in 
strong hands at the outset. 


These debentures are a direct obliga- 
tion of the company, but not secured by 
mortgage, although certain covenants 
of the trust agreement prohibit the 
creation of any mortgages without 
equally securing these debentures. The 
company has a long and successful 
record and its product is one not likely 
to be affected by unsettled business 
conditions. The balance sheet, as of 
December 31, 1920, showed net assets 
of $26,020,980, behind the $6,000,000 
outstanding’ debentures or more than 
$4,300 per $1,000 face value of bonds. 
Earnings for 1920, available for taxes 
and interest, were $2,597,300, the 
equivalent of 53% times a full year’s 
interest requirement on the debentures. 

The Diamond Match 7%s are with- 
out doubt a high-grade investment, but 
they are by no means the only high 
class investment on the list. A holder 
of these bonds is in a very unique posi- 
tion; their present price makes it pos- 
sible for him to sell out at a profit of 
from 2 to 3 points and reinvest the 
proceeds in an equally strong security 
selling at a discount of, say, 6 or 7 
points. Thus, a total profit may be 
realized of from 8 to 10 points and the 
annual yield on the original investment 
increased about 2%. As the Diamond 
Match bonds are callable at 105, there 
is very little chance of their selling 

(Continued on page 356) 
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Appearing As “A Matter of Record Only” 


Some Comments That Probably Won’t Do Any Good 


S the large bond houses are so fond 

of putting it, in their advertisements 

which are qualified by the statement, 

“These bonds having been sold this ad- 

vertisement appears as a matter of record 

only,” this article appears only in the 
same capacity—as a matter of record. 


I don’t expect to accomplish anything 
by it, but think it well to get the thoughts 
out in the sunlight before they congest 
and ruin my health. 


A Frequent Occurrence : 


Often, when I get the time to read the 
financial pages of a newspaper, I come 
across the statement that the bond mar- 
ket is bare of new offerings and nothing 
of any importance will be offered by the 
issuing houses in the near future because 
the market is congested with Such and 
Such & Company’s bonds which were 
placed on the market the week before. 

As these bonds were advertised as hav- 
ing all been sold I begin to wonder if 
there may not, perchance, be points of 
dissimilarity between “being sold” and “be- 
ing taken out of the market.” 

In many cases wouldn’t these matter-of- 
record ads nestle nearer to the heart of 
Truth were they to conclude with the 
postscript, “These bonds have been passed 
on to the dealers who will now endeavor 
to sell them to the public.” 

Procter & Gamble’s factory would soon 
take on the appearance of a church on 
Monday morning were they to send their 
salesmen to the grocers and load them up 
with six-months’ output and then place 
advertisements in the leading papers tell- 
ing the public something of the purity of 
their soap, and concluding with the in- 
formation that all the soap for the next 
six months had been sold; that. the adver- 
tisement was not expected to help the sale 
of the soap but was a matter of record 
and, as such, was making but one appear- 
ance. 

The results of such an advertising cam- 
paign are easily predicted; the grocers 
would have the soap; the public would 
have a dim recollection that a firm named 
what-d’ye-call ’em once made soap; and, 
Procter & Gamble would have the re- 
mains of a once great business. 

The large manufacturers of staple com- 
modities and of specialties know that is 
exactly what would happen were they to 
cease, if only for a few months, their 
advertising designed to appeal to the con- 
sumer. They have learned that it is up 
to them to see that the public demands 
their goods. The successful manufacturer 
is only successful so long as his goods are 
kept moving from the shelves of the re- 
tailer. 


Bond Selling Like Soap Selling 


Surely there are enough points of sim- 
ilarity between the soap business and the 
security-selling business to make the study 
of the soap manufacturer’s selling meth- 
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By A SALESMAN 


ods worth while to the banker. 

Many of the large banking firms, under- 
writers of large issues, are using the same 
advertising methods today as were the 
style about the time William Jennings 
Bryan was made a colonel. (And most 
of the bankers thought at the time he 
would make a better colonel than a presi- 
dent.) They fail to take into account 
the great increase in the number of se- 
curity-buying prospects which has taken 
place in the last few years. 

Speaking last month before the finan- 
cial advertising division of the world con- 
vention of advertising, A. E. Bryson, of 
Halsey, Stuart & Co., said that if industry 
it to have the funds it needs for its proper 
development and if the public is to enjoy 
the protection against the machinations of 
the Blue Sky stock salesman, the legiti- 
mate investment house and banker must 
use more advertising and BETTER AD- 
VERTISING. 

Never was advertising as necessary to 
financial houses as it is today, he said, be- 
cause of the great change which has taken 
place in the bond market. Not many years 
ago there were few bond buyers, and the 
average sale was many thousands of dol- 
lars. Now the buyers are many and the 
average sale is $3,000 or less. 

Both as a matter of self-preservation and 
as a duty to legitimate business and the 
public, Mr. Bryson declared, the investment 
house must reach the people through ad- 
vertising and through salesmanship that is 
better fitted to present day conditions than 
that which has been, and in most cases 
still is, used. 

It is not possible, now when ‘the aver- 
age sale is $3,000, for a high-priced bond 
salesman to spend as much time with a 
customer as it was when the average sale 
was $20,000 or $30,000. Advertising, which 
serves as a salesman that talks to the 
masses, educating the prospect and saving 
the time of the bond salesman must be em- 
ployed. 

The rural banker, he said, is a logical 
outlet for bonds. He did not believe that 
the small banker was justified in declining 
to co-operate on the ground that if he 
recommends investments, money deposited 
in his bank will be withdrawn, for in many 
instances it will be withdrawn eventually 
unless the banker helps his customer to in- 
vest it safely and profitably. 


A Bond Buyer In Every Village 


Mr. Bryson might have added that not 
only is the average sale much lower but 
the buyers are more scattered. Every vil- 
lage, every cross-roads has its bond buyer. 
Last year a competent authority figured 
that eighty per’cent of the business trans- 
acted on the floor of the New York Stock 
Exchange was for out-of-town account. 
A partner in one of the largest wire houses 
on the Street told me this week that the 
majority of the securities held in his office 
was for the account of westerners. 

As a rather exaggerated illustration of 
the conception of advertising which is held 


by many financiers, I might relate a con- 
versation which I had last week with one 
of the partners of a banking house. We 
were speaking of a five million dollar is- 
sue which his firm was offering, and he 
told me he was placing only one-time ads 
in two New York dailies because their 
combined circulation was over half a 
million, and, if each reader subscribed 
only ten dollars, the bonds would be sold. 

If his firm’s had been the only ad in 
the papers; if every reader of a New York 
daily read the financial page; if every 
reader had faith in this particular firm 
and this particular issue; if every reader 
had ten dollars; then maybe and perhaps 
this banker’s argument would be about 
twenty per cent right. As it was I looked 
at him to see if he were not indulging 
in a bit of fun. The only funny thing 
about it was that he was serious. 

That few of the new issues of the past 
few years have been well marketed is 
shown by their present prices compared 
with their issue price. Almost without 
exception the securities may be bought 
cheaper now than they could the day the 
books opened. In some cases bonds have 
broken more than ten points within a few 
months after they were offered to the pub- 
lic. Poor marketing methods! And not 
such as will create confidence in those who 
might be, or rather might have been sub- 
scribers to futures issues. 

Everywhere one hears, “It doesn’t pay 
to subscribe. Wait and get them cheaper.” 
And, unless more modern marketing 
methods are used by the bankers, such 
waiting will not be unprofitable. 

The wise bankers and brokers are be- 
ginning to see just where such a widely 
held belief in the efficacy of waiting will 
lead. 
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Union Pacific Now a Bargain 


Highest Grade Railroad Common Stock Extremely Cheap 


T is not generally realized what an ex- 
ceptional bargain Union Pacific com- 
non stock is at current prices, The mar- 
et price of the stock stamps it as the 
iighest-priced railroad security on the list, 
ut the market price, high as it is, does 
10t begin to reflect the real value: of this 
standard carrier. The purpose of this ar- 
ticle will be to show the investor why 
Union Pacific at $113 a share is even a 
greater bargain than the large majority of 
standard roads selling from $25 to $50 

cheaper. 

Efficient Operation 

Probably no other carrier operates at as 
low a cost as Union Pacific. The operat- 
ing ratio of this road has stood out in bold 
relief in comparison with other carriers. 
For comparative purposes it will be best 
to use the two other transcontinental lines, 
namely, Southern Pacific and Atchison. 
The accompanying table shows the relative 
percentage of operating expenses to gross 
over a series of years. 

Even this table does not adequately re- 
flect the extent of Union Pacific’s lower 
costs, because the majority of roads have 
even a higher operating ratio than those 
here compared with Union. An operating 
ratio of 55%, even in times of lower op- 
erating costs, is a tribute to the economical 
management of the road; and to be able to 
save 25c. out of every dollar of earnings 
in a year of mounting costs such as 1920 
is a rare showing. Highly efficient han- 
dling of traffic is largely responsible for 
these results. The latest comparative 
traffic statistics 
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haul traffic Union Pacific obtains, as shown 
by the fact that the road carried each ton 
of freight on an average of 366 miles, com- 
pared with 289 miles for Southern Pacific 
and 306 miles for Atchison. Longer hauls 
mean less loading, unloading, and handling 
of freight, and therefore less cost in han- 
dling the same amount of business. One 
more important factor resulting in more 
economical handling of the traffic lies in 
the larger number of loaded cars per train 
on the Union Pacific lines. For example, 
in 1919 the average number of loaded cars 
per train amounted to 28.5, compared with 
25.5 for Southern Pacific dnd 27.7 for 
Atchison. 
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a very large earning power on its com- 
mon stock, and this has been the case as 
far back as 1900. Earnings have been con- 
sistently good (see graph showing record 
of earnings since 1910), having averaged 
$15.50 a share on the common stock for 
the last ten years. Regular dividends of 
10% have been paid in every year since 
1907, with the exception of 1914, 1915, and 
1916, when 9, 8, and 8%, respectively, was 
paid. 

Union Pacific was one of the very few 
roads that made money for the Govern- 
ment during the period of Government 
control. Earnings for 1918 and 1919 were» 
about $19,200,000 and $16,300,000, respect- 
ively, in excess of the Government guar- 
antee. A summary of the 1920 corporate 
income account as reported is given in 
another graph herewith, and a revised 
statement indicating what the company 
actually received last year included. It 
will be seen that the company’s account 
only takes the rental received for the 
first two months of the year, and ten 
months of actual operation, whereas it 
actually received a rental for the first 
eight months of the year, as shown by 
the revised statement. On either method 
of calculation the common dividend was 


substantially. covered, but the fact re- 
mains that Union Pacific received ap- 
proximately $4,200,000 more in 1920, 


equivalent to $1.85 a share, than was re- 
ported. 

For the first five months of the current 
year earnings were considerably below nor- 
mal, due to the heavy falling off in traffic 
and high operating costs. Net operating 
income amounted to $7,750,000, which is 
at the annual rate of about $22,100,000, al- 

lowing for season- 








available are for 
1919, but these fig- j 
ures indicate quite 


PERCENTAGE OF EXPENSES TO GROSS 


1920 1919 1918 
pusgictionpbiiiaiemainit 75.0 68.6 63.7 
: dimergibtihaalilialiinadn 85.6 76.6 73.8 
et eee 85.8 74.5 72.4 





= al fluctuations of 

traffic, or at the 

1917 1916 rate of but $6.60 
59.4 55.7 a share on the 
61,8 63.1 common stock, 
63.6 62.6 However, a mate- 
rial improvement 








clearly why Union Union Pacific ..... 
Pacific is able to Southern Pacific ... 
keep its costs Atchison .......... 
down. Although 





Union Pacific car- " 
ries a smaller percentage of mine products 
than either Southern Pacific or Atchison, 
its traffic density, that is, the number of 
tons of freight carried one mile per mile of 
road operated, is larger than either of the 
other two roads. In 1919 Union Pacific’s 
freight traffic density amounted to 1,501,- 
227 tons, compared with 1,080,621 for 
Southern Pacific and 1,039,023 for Atchi- 
son, indicating a more efficient handling 
of the traffic. 

Further saving is reflected in the longer 
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It might be well to state here that main- 
tenance of way and structure and equip- 
ment have not been sacrificed at any time 
to keep operating costs down. Union Pa- 
cific has always been a well maintained 
road and maintenance costs have always 
compared favorably with the other two 
roads mentioned in this article. 


Earning Power 


It is to be expected that with costs 
so well in hand Union Pacific would show 


is expected in rail 
earnings from July 1 on, chiefly because of 
the recent wage reduction, which is to take 
effect on the above mentioned date, and 
other economies which will result from 
lower costs of materials. 


The Immediate Outlook 


Assuming there is to be no real improve- 
ment in business this year, the question 
arises, “What can Union Pacific earn on 
the present volume of business, allowing 
for a seasonal improvement in traffic, and 
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a reduction of operating expenses?” It 
is understood that no real improvement in 
rail earnings can take place until there is 
a business revival, but it will be well to 
ascertain just how the road will fare under 
the conditions that exist. 

The volume of traffic handled by Union 
Pacific for the first five months of this 
year was approximately 40% below the 
corresponding period of last year. As- 
suming this condition will exist until about 
September Ist, and that the last four 
months of the year will show an improve- 
ment to the extent of an increase of about 
10% in traffic, the gross business for the 
year would amount to approximately 
$175,000,000. 

Operating expenses for the first five 
months of the year amounted to about 
$50,700,000, compared with $54,200,000 in 
the same period of 1920. On this basis, 
operating expenses for the year would be 
around $145,000,000. From this should be 
deducted the saving through the wage re- 
duction which takes effect July Ist. Of the 
$145,000,000 of operating expenses, it is 
estimated $84,000,000 will accrue for the 
last six months of operation. Railway 
wages at present consume about 60% of 
the total operating expenses, so that of 
the above estimated expenses for the last 
half of 1921 about $50,000,000 represents 
wages. Through the recent decision of 
the Labor Board wages are to be cut on 
dhe average of 12%, thus making possible 
a saving of $5,000,000 through this item 
alone. In addition to this, it is estimated 
that the abrogation of the National Wage 
Agreement will result in almost as large a 
saving as the actual cut. Taking this into 
consideration and the economies which will 
result through lower prices of materials, 
it is probable that Union Pacific will be 
able to lop off about $12,000,000 of ex- 
penses in the last six months of operation. 
Thus we arrive at the following estimated 
earning power of the road for 1921, as- 
suming there will be no improvement in 
conditions until September, and then a very 
slight one. 

EsTiMaATeD 1921 EARNINGS 


(000 Omitted) 


i ric seoede wa $175,000 
Operating Expenses .......... 133,000 
GRR Rg Aes eee 11,000 
Balance after Taxes........... 31,000 
Net Operating Income......... 30,500 
GE PMOID one od caccccdese 11,500* 
IN, ic odep sss 0000084% 42,000 
OD oe ass odwece was 15,600 
Preferred Dividend ........... 4,000 
Balance available for Common.. 22,400 
Amount per share ............ $10.05 





*This amount is $800,000 less than the 
company received in 1920 in order to al- 
low for a conservative reduction in other 
income because of possibility of reduced 
dividends from stocks owned. 

It would thus seem that even with- 
out any material improvement in busi- 
mess Union Pacific should be able to 
earn its common dividend in the cur- 
rent year just through the paring down 
of operating costs. 


Financial Status 


A very important consideration in the 
present period of depression is the financial 
strength of a road, as a test of its ability 
to tide over an extended period of dulness 
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in industry and avoid any possibility of 
new financing. 

The report of the company for the year 
ended December 31, 1920, showed current 
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assets, exclusive of Government accounts, 
amounting to $85,500,000, to say nothing 
of investments in other railroad companies 
of the par value of over $198,000,000, 
which have a market value of over $127,- 





consisting chiefly of balance due from 
Federal control rental, and collections 
made by the Government for the company ; 
against this there was due the Govern- 
ment $55,900,000 for additions and better- 
ments, and payments made by the Govern- 
ment for the company, leaving a net bal- 
ance of $1,400,000 due the company. Un- 
adjusted accounts with the Administration 
showed a net balance in favor of the Gov- 
ernment of $9,000,000, but this cannot be 
considered as a current liability. 


A Bulwark of Strength 


It would be impossible to find a road 
in a stronger financial position than this, 
or a road with a greater asset value per 
share. In this respect Union Pacific is 
the U. S. Steel of the railroad group. 
The stock of the former company has a 
book value of over $161 a share, 

The balance sheet, however, gives the 
company’s stock an asset value somewhat 
in excess of what it actually has. As there 
is a discrepancy of about $71,000,000 be- 
tween the market price and the book value 
of the securities of other railroad compa- 
nies owned, this amount should be de- 
ducted from the present value of the stock. 
The company also carries stocks and bonds 
of affiliated companies at $49,700,000. As- 
suming a depreciation in the value of these 
securities corresponding to that of the 
company’s other investments, we would 








TABLE I—INCOME FOR 1920 AS REPORTED BY THE COMPANY 


Net revenue (March-December) ..........-...+ 
Rental (January-February) .....--....-eeese0- 


Opewating IMOGMS 0000. ccsecccccccccccccccccece 
Income and other taxes, and corp. exp.......-- 


ootdnndaceséteveesocecdcdtasceutbe $40,148,812 
ob eeonede de enetecceccaseeyeeengoess 7,099,452 


i helanebetguienseentah sbetmmeein $47,248,264 
Se ae RRR beeGheeesseed 6a eueekecanees 945,232 
Other operating imcome ............5eseseeees 


Total railway income ..........seeeeseeeeeees 
Railway deductions .........ssceseecseeseeere 


Se RP WR ANNO ae E $37,795,917 
wcddee tanthooucec;beaghecsuepebcact 1,883,655 


Net operating income ............cseseeeeeeeee 
Income from investments, etc, ......++.+see00> 


Total ImCOmMe ....ccccccccccccccccccccccccesccccccsceseseseses Coescecececdodeeeswe $48,261,218 
Interest and miscellaneous charges ......--..eee ccs eee cee ee cece en scene eeeeneeeees 
i a's 55k 00 o POWER Ae endeb ded ebaeererenecedeeoseseavepneenrasencquse $32,674,231 
a Re dividends shecnstantpdupaceehveedpes 


Net for common equal to $12.90 a share ........ cece ccc eceeeeeeeeceeenneeetseeees $28,692,491 


$36,303,082 
1,492,885 


$35,962,262 
12,298,956 
15,586,987 


3,981,740 














Six months guaranty (March-Augus 








TABLE II—INCOME FOR 1920 RECAST ON AN ACCRUED BASIS 


Rental (January-February) .........-.s-s+e0+: 
Corporate expenses (two months) ..........+.. 


Wat gamtal .ccvccccccccccccccccsccccccccecoceses 


Net operating income (September- | Me tee oa 


wasenreccesceasecescocecgsecedsesee $43,172,787 


gpognecqnsesessccesésenedesesssupes $55,893,908 


Total IMSS 2.2... cccccccccccccccccccccscccccs 
Interest, rentals, etc, ........-eeceeeceerenenees 


Porerrr rr tt titiiit titi 3,294,433 


i Se a iress $96,869,581 
peinbipesirdnageessbaevearretguble 3,981, 740 


DeCeeserecccccedsseredeeocecsceoes $32,887,791 


Federal taxes (estimated) ..........--sseeeeees 


Bot INGCOMS 2.2... ccccccccccccccvcccccscccscces 
Preferred dividends ........+sseeseseeeeccenncs 


Net for common equal to $14.75 a share ....... 


$7,099,453 
191,217 


12,721,121 


15,729,944 
$40,163,964 














000,000, Current liabilities, exclusive of 
Government accounts, totalled $47,300,000, 
leaving a net working capital of $38,- 
200,000. 

Government accounts practically offset 
one another. There was due from the 
Railroad Administration over $57,300,000, 


arrive at a valye of $31,800,000 for affili- 
ated companies’ stocks and bonds. Thus, 
practically $89,000,000 of assets must be 
written off for depreciation of securities, 
jess $50,000,000 which has been appropri- 
ated from surplus to meet just such an 
(Continued on page 359) 
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A Cheap Rail 


hore System on the Chicago Division of the Rock Island Railroad 


Rock Island’s Prospects Not Due Merely to Low Price of Stock 


HE slump in the stock market elimi- 
nated a goodly number of tired hold- 
ers of low-priced rails who had been 
patiently waiting for those stocks to make 
good all the promising things said about 
them during the last sit months or so. 
Furthermore, doubt about the dividends 
of some of the old line dividend payers. 
perhaps has raised doubt as to the ability 
of those roads who have been paying no 
dividends to better their position materially 
in the near future. 

It would be hardly fair to state that this 
road or that one is in a position to earn 
a fair surplus after all requirements, while 
the rest will not. The transportation sys- 
tems are bound together, and, in genera) 
terms, they will all sink or swim together. 
But naturally all roads are not going to 
be equally pros- 
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at a relatively low price. There are 
rails which are “cheap” now and which 
will always be “cheap”; but there are 
others which are cheap in the true sense 
of the word, and will sell at much bet- 
ter prices eventually. Rock Island 
seems to be in the latter class. 

Of all the low-priced rails, Rock Island 
perhaps has received the most extended 
comment, and the shares are consequently 
in position where they attract a following 
quickly. 

For a long time it has been recognized 
that Rock Island serves a territory in 
which the possibilities for a steady ‘de- 
velopment of profitable traffic are abso- 
lutely sound. An unsound financial struc- 
ture rather than the lack of. opportunity 
to develop business, forced the receiver- 
ship of a few years ago. In the resulting 
reorganization, capitalization was moulded 
along normal and recognized lines, and 


at 


there is no criticism of the present op- 
erating management. The system, as it 
stands today, comprising some 8,000 miles 
of road, serves the big traffic centers of 
Chicago, St. Louis, Memphis, Denver,: 
Kansas City, Minneapolis and Omaha 
Through a short connection, the system 
has an outlet to Galveston and the Gulf, 
and lines rut advantageously throu) 
Oklahoma and Texas. The territory 
traversed by Rock Island is one of the 
most important in the country in originat- 
ing traffic in corn, wheat, cattle, cotton 
and petroleum products. These considera- 
tions of natural traffic location have been 
lost sight of during the abnormal railroad 
conditions of the past three years, but if 
the railroads are going to resume a normal 
basis of operation, the same factors that 
obtained in making or breaking a railroad 

prior to the war, will obtain again. 
About 55% of Rock Island’s mileage is 
located in Iowa, 





Kansas and Okla- 





perous, and, in the 
future as in the 
past, some will, by 
their earnings, 
justify for them- 


selves higher mar- aa 5 loncacalel. Mili 
ket value than Laval 
others. BE pai een diene cas 

The low-priced GP SA ivecaiciids 


TABLE I—EARNINGS RECORD 





homa, but its lines 


touch fourteen 

a Operating Surplus for Amount earned states all told 

venue Income Common on Common os “ 

ees $80,889,199 $21,992,343 $8,078,189 $10.84 which are among 
.... 89,608,722 19,198,048 5,747,372 5.33 the richest agricul- 
.. 2. *104,289,565 9,729,005 **4, 751,819 tural sections of 
ves. "116,624,684 10,071,099 °*5, 883,481 the country. About 
-.e. 141,946,973 2,500,565 **14,961,449 35% of Rock Is- 


























tails have been *Combined company and Federal income account. **Deficit after preferred dividends. land’s total freight 
recommended until traffic is made up 
many people have TABLE II—PRICE RANGE of agricultural and: 
undoubtedly —_ac- 1% Preferred 6% Preferred Common animal products, 
quired the idea H, z.. H. L. H. Ss but it is important 
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with other roads operating in the 
same general territory, Rock Island’s 
per mile capitalization is low. Funded 
debt, including loans made by the 
Government, is at the rate of.about $35,- 
500 per mile of road operated, while share 
capitalization is outstanding at the rate of 
$15,800 per mile of road operated. Now, 
a total per mile capitalization of about 
$51,000 is not large, and there can be no 
criticism on that point. There is, how- 
ever, not altogether an ideal balance as 
between funded debt and stock, and the 
rather large amount of bonded debt, as 
compared with capital stock, indicates 


greater fluctuations of earnings on the- 


share capitalization than if the respective 
divisions of capitalization were more 
evenly balanced. Obligatory charges con- 
sume a greater portion of available net 
income when capitalization is proportioned 
as Rock Island’s is, than if, for example, 
there were a lower debt and a larger share 
capital. On the other hand, the smaller 
share capital suggests proportionately 
large surpluses for stock, particularly in 
prosperous years. 

Since the passage of the Transportation 
Act in the summer of 1920, the physical 
valuation of railroads has assumed new 
and pertinent importance. Physical valu- 
ation, as determined by the Interstate Com- 
merce Commission, is going to be the base 
on which income will be figured. In 
other words, the Transportation Act pro- 
vides that a certain minimum percentage 
will be allowed on physical valuation, not 
on outstanding capitalization, At the pres- 
ent time it cannot be stated absolutely 
just what the official property valuation 
of Rock Island will be, but it may be esti- 
mated to be something above $400,000,000. 
Total capitalization is approximately $418,- 
000,000, including the equipment trusts 
held by the Government, and also the 
U. S. Treasury notes. Under the provi- 
sions of the Transportation Act, the rail- 
roads are allowed to earn 6% upon prop- 
erty valuation, but, under present condi- 
tions, the question of such earnings is 
largely an academic one, as it will take 
nothing less than a real business revival 
to enable the roads to make any such re- 
turns. 

Earnings 

If Rock Island should arrive at the point 
where increased traffic and the reduction 
of expenses will permit a return of 6% 
upon property valuation, the common stock 
should be immediately in line for a re- 
spectable dividend. Under those condi- 
tions, earnings per share on the common 
stock would amount to from $12 to $15. 
In the meantime, it is more to the point to 
consider what the road has been and is 
doing, and the probabilities of the next 
several months. 

Last year, when for eight months the 
roads operated under Standard compensa- 
tion, and then were privately run for four 
months, Rock Island earned $1.46 per 
share on the common stock, including in- 
come of an estimated amount of °$5,000,- 
000, in addition to the standard return, 
due from the Government, 

In the last, four months of 1920, the 
system showed a surplus of $1,000,000 
available for dividends—not particularly 
good, but still fair enough under the cir- 
cumstances. In connection with the ac- 
count of Rock Island with the Govern- 
ment it may be noted that, as of Decem- 


322 


ber 31, 1920, the charges against the 
Government were almost $29,000,000, and 
the credits to the Government were $34,- 
800,000, leaving a balance due of about 
$6,000,000. However, Rock Island has put 
in a claim of $12,000,000 on account of 
under-maintenance during the period of 
Federal control, and $2,000,000 for a differ- 
ence over material and supplies account— 
a settlement of these claims may alter 
substantially the account with the Govern- 
ment. 

Since the Ist of January, Rock Island’s 
earnings have just been about enough to 
meet fixed charges, and allowing for sea- 
sonal variations in earnings, the first four 
months indicated that the rate of earnings 
on the 7% preferred stock was between 
2% and 3%; and upon the 6% preferred 
stock, 1% and 2%. If the preferred 
dividends are going to be earned, it is 
obvious that earnings must show a de- 
cided turn for the better during the 
second half of the year. There is a 
gradual upward trend in earnings, as 
the May returns are somewhat larger 
than in April, and for June they run 
better than in May. 


Chances of Reducing Expenses 


At this writing, a wage reduction of 
12% in unskilled labor has been announced, 
and the second half of the year possibly 
may witness a substantial lowering of wage 
costs. To see how this might work out 
in the case of Rock Island, it is only nec- 
essary to note that in February, 1921, the 
monthly payroll was at the rate of over 
$60,000,000 a year. A 10% saving would 
be $6,000,000, an amount equal to about 
$8 a share upon the common stock. Also, 
the number of employees on the payroll 
in February, this year, was almost 6,000 
less than in December, 1917, at the begin- 
ning of Federal control, whereas the 
monthly wage increase was $1,600,000. 


There are also other economies which 
may be effected, notably those which may 
result from a revision of the national 
working agreements. 

The outlook for fall traffic in Rock 
Island territory is satisfactory enough, for 
crop prospects are good, and there does 
not seem to be any ground for the ex- 
pectation of a traffic slump in the Rock 
Island territory. On the contrary, chances 
favor a gradual improvement. 

It takes $3,500,000 to pay the preferred 
dividends for a year, and a saving of 
$3,000,000 in wages for the second six 
months of the year is by no means an 
improbability. 

Rock Island is in the same position as 
the other roads of the country, but its 
chances, assuming the restoration of some- 
thing like normal operating conditions, 
seem better than many. Of course, it can- 
not be expected that any road can do well 
when only 5c. on the dollar is left to pay 
interest, rentals, dividends and to make 
improvements, and this is just about what 
Rock Island had as the result of actual 
operations in 1920. 

In the table no account is taken of the 
standard return from the Government, 
which was the guaranteed compensation. 
This amounted to $15,800,000 and al- 
lowed the road to pay interest charges 
and dividends upon the preferred stocks. 
It is obvious that Rock Island needed the 
standard compensation. An examination 
of the returns for 1916 will indicate what 
the system is capable of doing under pros- 
perous conditions. 


Conclusions 


The two best known and most active 
Rock Island bonds are the general mort- 
gage 4s, 1988, and the first and refunding 
4s, 1934. The first named is really the 
senior mortgage of the road, and is a 


(Continued on page 5a) 








35% of the traffic year, as they did in the test 


Road Net Oper. Def. 








*Western Pacific 
Wheeling & Lake Erie ........ = « «+s 


(a) $50 par value. 
(ec) Ghthont oil income and after capital adj 








ANALYSIS OF RAILROAD EARNINGS FOR FIRST FIVE MONTHS OF 1921, | 
The following table is compiled on the a that the first five months represent 
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(b) After 5% on the common stock, all dlenees of stock 
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Petroleum 





When Recovery May Be Expected—Status and Outlook of Eleven Important Companies 


HE resume of the petroleum industry 
that appeared in the June 25 issue 
of the Macazine will, in a general way, 
stand for some time. Local fluctuations 
will come, but will not materially change 
the broad situation, Drilling operations 
are slowing down a little because of the 
drastic reductions in the prices paid for 
crude oi!, and by late Fall production may 
reasonably be expected to shrink to a 
stage where stocks will not be greatly 
added to; the following Winter months will 
further lessen production. It will be 
Spring of 1922 before consumption 
threatens to overtake production suffi- 
ciently to warrant talk of higher prices 
for crude oil. 


Owners of small wells and light-well 
territory will be a very negligible factor 
in the petroleum industry for a long time. 
These thousands of small producers, while 
of minor importance in the maintenance 
of production totals, in the aggregate 
count for a great deal as employers of 
labor and buyers of material; their in- 
activity will be seriously felt in every 
community where they predominate, which 
is every oil-producing state east of the 
Mississippi river, and in the developed 
portions of Oklahoma, Kansas, Texas, 
Louisiana and California. 

It is not a very pleasant thing to say, 
but the petroleum industry lends itself 
éasily to monopolistic tendencies and con- 
sequently encourages reprisals, particu- 
larly in the producing end of the business, 
When unusual success follows active pros- 
pect drilling and the natural development 
of newly-discovered territory, the big pur- 
chasing organizations remorselessly cut 
prices and in that way stop development. 
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Following that procedure many producers 
stop new work until prices are advanced 
enough to suit them, and frequently it 
takes longer to build up production than 
was required to reduce it. For these two 
closely-related reasons the feasts and 
famines are more frequent in the petro- 








A certain financier, whose name 
is a byword in financial circles, re- | 
cently made this suggestion to the | 
Editor: 

“Why don’t your writers take 
up one industry at a time; review 
it in a broad way; and then discuss 
the important individual companies | 
in that industry, showing how they 
are getting along’ under present 
conditions, and how they will fare 
under the conditions likely to exist 
in the future? That would be my 
idea of Service with a big S.” 

The accompanying article was 
prepared with this suggestion in 
mind. Besides making a thorough 
analysis of the condition and trend 
of the oil industry in general, it 
summarizes the status and outlook 
of eleven prominent oil companies, 


including: 


Standard Oil Shell Trading & 

Texas Co. Transport 

Sinclair Cons. Tide Water Oil 

Pure Oil Phillips Petro- 

Cities Service leum 

Royal Dutch Invincible Oil 
Shell Caddo Central 


Future issues of the Magazine 
will contain similar articles dealing 
with other industries and the stand- 
ing of the important companies 
involved. 























leum industry than in other lines cf 
duction. 

It is now definitely settled that a tariff 
will be levied against petroleum imports, 
and to that extent the Mexican situation 
has been eased. When the disputants have 
completed their fireworks oratory pro and 
con the alleged confiscatory tax in Mexico 
will have become normal without the ex- 
pected heavy mortality. A number of good 
wells have recently been completed in 
Mexico and others will be completed in 
the near future that will offset the much- 
advertised salt water losses, leaving Mex- 
ico in pretty good shape as an oil producer. 

Latest advices from Rumania, Galicia, 
India, Persia, Trinidad and Venezuela in- 
dicate that more crude and refined prod- 
ucts are continually being taken from these 
fields to Great Britain and France and 
displacing just that much American oil, 
particularly fuel oil, motor spirits and il- 
luminating oil. A considerable part of the 
Mexican production goes to Great Britain 
and its possessions, especially fuel and 
gas oil. American producers and refiners 
cannot prevent such trade adjustments by 
tariffs and high prices and will continually 
be forced to meet foreign competition un- 
der greater stress. It seems rather prob- 
able that Americans must gradually ac- 
custom themselves to less pride in monop- 
oly and readjust their mental attitude and 
national perspectives. 


pro- 


Sizing Up the Situation 

June was a rather strenuous month in 
petroleum circles and has left an after- 
math of deflation and uncertainty regard- 
ing the future that is certainly disagree- 
able and will be more or less embarrassing 
to holders of oil securities for either 
permanent investment or for combination 
investment and speculative values. While 
there probably will be further fluctuations 
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downwafd, depreciation has so nearly 
reached approximate bedrock that a rea- 
sonable estimate of future probabilities 
may be attempted with some hope of get- 
ting by with it. Oil stocks and securities 
listed by the New York Stock Exchange 
are now sufficiently representative to serve 
as a guide for the entire industry. There- 
fore a brief resume of listed securities is 
presented as a partial guide to those who 
may not have concise and consecutive 
data at hand for ready reference in emer- 
gencies. These data must not be considered 
infailible, for every transaction must stand 
on its own merits; but as a trend they are 
reasonably dependable in tracing cause and 
effect. 

The outstanding truth must not be over- 
looked that companies engaged in exclu- 
sive production of crude oil are -vitally 
affected by the sudden elimination of two- 
thirds of the selling price of the product, 
for sale of crude oil comprises the entire 
working capital, the reduction ‘of operating 
expenses being merely savings and not 
production itself. Quantity production 
manifestly is an advantage compared with 
minimum output, especially in*rich terri- 
tory; but quantity production presumes 
operations in many fields and involves, 
ordinarily, considerable expense in secur- 
ing and holding many leases, or unpro- 
ductive investment. 

Companies operating refining plants 
without owned production and marketing 
facilities are similarly handicapped with 
exclusive producers, for reduced consump- 
tion acts as a commercial and competitive 
advantage to those companies that engage 
in all branches of the industry. So-called 
“skimming” refineries, that produce only 
gasoline, naphtha, kerosene and fuel resi- 
duum, are badly handicapped when con- 
sumption is below normal, and their work- 
ing capital is difficult to maintain. 

Exclusive marketers of refined oils, in 
times of unusual depression, are handi- 
capped because they must buy of others 
that are also marketers and generally in 
position to absorb the middleman profits. 
Members of the Standard Oil group gen- 
erally are able to deliver to consumers at 
less cost than most of their competitors, 
absorbing some of the costs and profits 
of producing, refining, transporting and 
marketing, and when conditions are as 
they are now the Standard group becomes 
an unusually successful monopoly—some- 
thing like the steel monopoly. When we 
realize that no single competitor of Stand- 
ard Oil is stronger than many individual 
units of the Standard group and that one 
or more of these Standard units is operat- 
ing wherever an independent company is 
operating, it can readily be seen that re- 
stricted consumption directly affects com- 
petition. 

Exclusive individual producers of crude 
oil may be likened to farmers who pro- 
duce cotton, wheat and staple commodi- 
ties, or wool producers. When consump- 
tion is reduced to the minimum the mar- 
ket for their raw product is manifestly 
controlled by companies that manufacture 
and distribute.to consumers on a world- 
wide basis. There is no market for crude 
oil except to oil refiners, and the com- 
paratively few refiners who maintain na- 
tional and international distribution can do 
just about as they please, over-production 
and under-consumption enabling them to 
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buy crude at their own prices and to sell 
manufactured products for enough to se- 


cure satisfactory profits. The petroleum 
industry is in just exactly that position 
now. 

Picking Profit Earners 

Following the tips just given, buyers 
of oil stocks, bonds and securities shoyld 
be able to select for purchase, or hold 
where bought at higher prices, the securi- 
ties of corporations that are seasoned 
and have resources that will earn profits 
under any condition. Just now many of 
the best oil stocks are selling so much 
above par that they cannot be considered 
as even commonplace investments for the 
average person whose capital must re- 
turn immediate and compensating returns. 
This is especially true of nearly all 
Standard Oil stocks, and they are the 
surest earners of all; they are excellent 
safety deposit boxes for any one who 
wants to segregate surplus funds—except- 
ing, of course, bonds, notes and preferred 
issues that are around par and pay av- 
erage interest. 

Among the listed oil shares and deben- 
tures the exceptional ex-Standard company 
is The Texas Co. A consistent dividend 
payer since 1912, beginning with 6% at 
$100 par, dividends have been increased 
until for a year or more 12% has been 
paid and par has been reduced to $25, 
with a quotation of $32.75. This is so 
slightly above par that it is a good buy. 
It may recede slightly below present quo- 
tations, but is rather securely anchored 
and presents opportunities for “rights” 
that have for some years made it practi- 
cally a par purchase. The Texas Co. has 
exceptional resources and very efficient 
management as guarantees that it is thor- 
oughly seasoned. With an authorized issue 
of $164,450,000, of which $142,666,149 is 
outstanding, the high on $100 par basis 
of $345 was reached in 1919 and the high 
on $25 par basis of $5334 the same year. 

The Texas Co. was one of the first 
to begin a rigid economy campaign in 1920 
and has discounted deflation and depres- 
sion in its own and related industries. Its 
past record is a good guide for the future 
and its resources are strong, particularly 
in the divisions of production, refining 
and transportation; and its investment po- 
sition is excellent. 

Sinclair Consolidated Oil Corpora- 
tion is comparatively new and therefore 
not as thoroughly seasoned as older oil 
corporations, but it is a very comprehen- 
sive operator in all lines of petroleum and 
is resourceful, ranking with the five or six 
strong competitors ef the Standard group. 
Having a number df subsidiaries in the 
United States, Mexico, Central America, 
South America, Cuba and Europe engaged 
in production and marketing, Sinclair’s 
financial fabric may appear a trifle com- 
plex to the average layman, but the con- 
stituent units are pretty surely correlated 
and have resources that insure a success- 
ful outcome for a pull. 

Sinclair no-par shares of a total of 5,- 
500,000 authorized and 4,049,570 issued 
have fluctuated from a when-issued quota 
tion of $43 to $67% in 1919 and a low 
during the recent June slump of $18 and 
now around $20. Last twelve-months’ 
earnings were largely in excess of any 
previous year ‘since its organization in 





1916 and serve as the basis for a stated 
book value of $58 per share. Sinclair’s 
dividend record has not been particularly 
consistent, starting with an initial pre- 
ferred disbursement of $2 quarterly, which 
was discontinued at the beginning of 1920, 
and a regular 8% disbursement for cer- 
tain preferred issues, including a series of 
notes, Sinclair began paring to the bone 
in 1920 and is now operating at a mini- 
mum of overhead in every department 
and with its extensive and varied re- 
sources conservatively managed. Sinclair 
Consolidated had its origin in plans not 
theretofore employed in major petroleum 
operations, the central idea being an in- 
itial investment to start full-fledged and 
for operations to reimburse everything 
within five years, thus avoiding the slow 
accretions of years and reinvestment of 
profits. 

The end of the five-year period finds 
the corporation with indebtedness deben- 
tures, but also with inventories and actual 
assets fully covering the original invest- 
ment; and earnings, even in this time of 
depression, ample for covering purposes 
and sufficient at almost any time now for 
regular dividend disbursements on all com- 
mon and special issues. The high quota- 
tion reached during the 1919 boom and 
subsequent declines are not chargable to 
depreciation of intrinsic values,.and pres- 
ent low quotations below actual values 
may be safely discounted along with all 
other and the best securities. 

Pure Oil Co., as a full-panoplied or- 
ganization, embracing production in many 
states to refining, transportation and mar- 
keting and the outgrowth of several of 
the oldest oil companies known, is there- 
fore thoroughly seasoned and dependable, 
having within itself the necessary resources 
to maintain values and to insure expan- 
sion as trade suggests. With issued capi- 
tal of $49,392,000 common of an authorized 
$100,000,000, shares $25 par, and $14,869,- 
800 outstanding of an authorized issue of 
$90,000,000 preferred, Pure Oil has paid 
since 1914 dividends on preferred ranging 
from 5% to 8% and on common stock 
5%%, 133%4%, 19'%4%, 25%, 17%, 16% and 
at that rate first quarter of 1921. The pass- 
ing of dividends by the Oklahoma Pro- 
ducing & Refining Co., a principal sub- 
sidiary of Pure Oil, is taken to mean 
by some that its own disbursement may 
be reduced, Careful management has hus- 
banded resources and there seems little 
likelihood that Pure Oil will materially 
lower the dividend if at all. 

Cities Service Co., while primarily en- 
gaged in the public utility business in 
many cities, depends to a great extent 
upon crude oil and natural gas production, 
manufacture and marketing and therefore 
naturally falls within this review. The 
Empire Gas & Fuel Co., Wichita and 
Kansas Natural Gas Companies, Empire 
Refineries Inc., Crew Levick Co. and Em- 
pire Pipe Line Co. comprise the petroleum 
division of Cities Service Co.’s business, 
and the oil deflation and depression seem 
to have rather seriously affected the com- 
pany’s business and resources—to the ex- 
tent that regular cash dividends were re- 
cently suspended and an open, uncondi- 
tional scrip dividend authorized by the di- 
rectors. 

Cities Service Co, has a rather complex 
fiduciary system composed of numerous 
debentures overlapping. Furthermore its 
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operations are quite technical for alleged 
efficiency, involving an expensive over- 
head that is considered by some authori- 
ties more theoretical than actually efficient 
in producing net revenue. Be that as it 
may, Cities Service is undoubtedly too 
speculative in some details to be consid- 
ered a seasoned investment. Its dividend 
record, except for one or two closely- 
guarded preferred issues, has been vari- 
able, leaving future earning values un- 
‘ertain until business regains its normal 
strength. 

During the war and following the 
armistice two affiliated foreign oil 
stocks were “Americanized” and now 
form a recognized trading and invest- 
ment security—Royal Dutch Shell and 
Shell Trading & Transport. These 
shares are a combination of English and 
Dutch capital and management, with the 
Dutch predominating to the extent of 
three-fifths, the English interest being less 
since the British government exercised 
control of the Anglo-Persian Oil Co. 





Mexican Petroleum Co. 





Royal Dutch-Shell is now the greatest 
competitor in world-wide petroleum op- 
erations of Standard Oil and steadily ex- 
panding and adding to its resources. It 
has been a consistent dividend payer for 
many years, its highest rate paid having 
been 73% in 1906, in 1918 cash 40% and 
50% stock, 50% in 1920 and 15% for 
the first 1921 disbursement. The “Ameri- 
can” shares have a par of 33 florins and 
are traded in on the Stock Exchange as 
dollars, present quotations being for 
Royal Dutch-Shell $51 and for Shell 
Trading & Transporting $40 a share. Of 
the authorized capital of 400,000,000 
florins 350,727,000 are outstanding. 
Royal Dutch-Shel!l has extensive pro- 
ducing, refining and pipe line interests 
in the Mid-Continent fields, in California, 
at New Orleans, in Mexico and in South 
America, therefore is a seasoned “Ameri- 
can.” In Europe, Asia and the East Indies 
Royal Dutch-Shell is a dominant factor 
as a producer, refiner, transporter and 
marketer, and at this writing is the largest 





producer in Mexico. Illustrating its trend, 
a few days ago the company landed a 
tanker of gasoline at Montreal, Canada, 
to be followed, it is reported in London, 
by other regular shipments from its re- 
fineries in Europe, Asia and Sumatra. As 
an investment these two foreigners with 
American affiliations seem to rank with 
the best. 
Of Lesser Magnitude 

Among the complete-unit petroleum or- 
ganizations of less magnitude than the 
topnotchers is the Tide Water Oil Co. 
(not listed on the New York Stock Ex- 
change). Having been in existence fifty 
years, no oil company is more thoroughly 
seasoned than the Tide Water and it has 
a splendid record of dividends paid, from 
8.75% in 1889 ranging up to 17% in 1903- 
4., 22% in 1917, cash, and 10% stock to 4% 
quarterly beginning in September, 1920. 
Par value $100 Tide Water Oil Co. shares 
reached a high of $275 in 1919 and are 
now $150. 

(Continued on page 367) 
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The Facts About Mex. Pete. 


How the Status of a Great Corporation Has Been Misrepresented 


EXICAN |. PETROLEUM — “Mex 
Pete” as it is known—has been a 
name to juggle with jn Wall and Broad 
Streets for several years, trading prices 
for its shares ranging from a high of al- 
most $264 down to $92 a few days ago, 
the latest flurry causing a drop of $50 a 
share in a week’s trading and a turnover 
of 184,000 shares one day. Laymen, and 
quite a few regular stock-market habitues, 
apparently believed—and may continue to 
believe—that something was and is wrong 
fundamentally and intrinsically with the 
corporation and its properties, therefore 
class it as extremely speculative both as 
a speculation and an investment. With 
nominally only 100,000 shares held outside 
and normally subject to open trading, the 
recorded transfer of three times that num- 
ber in one day fearfully peeved company 
officials and rattled the traders. It seems 
unaccountable, presuming that company 
officials and owners of approximately 70% 
of the shares are on the level, This im- 
plied doubt or suspicion was what peeved 
company officials and Blair & Co., its 
bankers. 

Explaining the stiff bear raid and man- 
ipulations, it may be stated, with reason- 
able assurance, that the leading manipu- 
lators of the violent stortie had planned 
the move almost a month before it was 
staged, but the makings of the necessary 
“rumors,” “official reports” and street 
stuff so necessary to a successful market 
scare did not materialize. However, hav- 
ing premeditatedly placed and camou- 
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flaged its scouts and snipers, the bear 
crowd seized the Phelan “report,” re- 
leased m installments from Washington 
through the Shipping Board sieve and 
catch-all, with an accompanying word 
from Secretary Hughes, and opened fire 
all along the line. Previous reports of 
salt water ruin having put the great Mexi- 
can oil fields on the blink served as an ex- 
cellent medium or douche. Nicely colored 
with the prospective export tax decree by 
President Obregon, the Street responded 
quickly to the emetic and coughed it all 
up. 
Here Are the Facts 

Admitting that Mexican Petroleum of- 
ficials, reinforced by President Teagle of 
Standard Oil, made a tactical mistake by 
exaggerating the facts and their conse- 
quences relating to the presidential export 
tax decree, and to that extent aided and 
abetted the plans of the raiders, neither 
the presence of salt water in wells nor 
the rather ordinary tax increase changed 
in any material manner the merits and 
intrinsic strength of Mexican Petroleum 
Co. in Mexico. Admitting again that the 
wonderful potentialities for oil production 
of Mex Pete and its affiliations have been 
overplayed at times until distance lent en- 
chantment and the glamour of tropical ro- 
mance and marvelous wealth had a lot of 
people going, Pan American Petroleum & 
Transport Co. and its subsidiaries—of 
which Mex Pete is one—is a seasoned 
oil organization that has great merit. 
Along with merit, enough of semi-tropical 
romance is present to satisfy any ordinary 
human-interest investor and speculator 
without detracting from reasonable safety. 

More than twenty years ago Edward L. 
Doheny and Charles*A. Canfield (now 


dead), two noted California pioneers and 
nervy oil operators, visited the jungles 
along the Panuco river above Tampico and 
drilled a number of test wells. With 
limited capital and under discouraging con- 
ditions these men discovered enough evi- 
dence of oil in quantity to warrant them 
securing as much land as they could hold; 
and they established a camp at Ebano, a 
village and a sugar-loaf hill forty miles 
west of Tampico and on a railroad. The 
Mexican Petroleum Co. of California was 
first chartered, with California stock- 
holders, and systematic work begun that 
has never stopped. The first crude oil 
produced at Ebano—a very heavy asphaltic 
product—was contracted for use in the 
locomotives of Mexican railroads at 50 
cents a barrel; then an asphalt plant was 
built and operated at Ebano; then con- 
tracts were secured for paving a number 
of Mexican cities. At that time there 
were no wagon roads traversing the chap- 
paral-covered stretches of eastern Mexico 
and ten years passed before facilities for 
handling Mexican crude were installed. 
Approximately a million and a half acres 
of land were secured, mostly by lease, be- 
fore quantity production was developed, 
the first real well having been completed 
at Juan Casiano by the Huasteca Petrole- 
um Co, in September, 1910—No. 7 on that 
lease—for an initial daily production of 
50,000 barrels. That well became ex- 
hausted of oil and. went to salt water in 
December, 1919, after having produced 
85,000,000 barrels in ten years. Illustrating 
the optimism with which Doheny works 
it may be stated that when he completed 
an 8-inch pipe line from Juan Casiano to 
Tampico, with five pump stations and a 
heating plant at the well, other operators 
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intimated he was a promoter, this work 
having been practically completed before 
the good well came in. For several years 
that one well, with the few small wells 
and asphalt plant at Ebano, constituted 
the Doheny oil production. A narrow- 
gauge railroad, a macadamized automobile 
road from Tampico to Juan Casiano and 
Cerro Azul (80 miles) with two other 8- 
inch pipe lines, telegraph and telephone 
lifes, water lines, towns for employes, 
barges on the Panuco river, extensive 
wharves at Tampico, steel and concrete 
storage tanks to hold 16,000,000 barrels of 
crude oil, tank steamers and many other 
necessary marketing facilities were con- 
structed, including the first topping plant 
at Tampico. 

When the war came on Mexican oil 
was in great demand and every help was 
given to produce and move more oil in 
the United States and Mexico, the gov- 
ernment commandeering all the tank 
steamers. Additional pipe lines were laid 
from wells to docks along the Gulf of 
Mexico, topping plants were built, more 
wells were drilled and a potential daily 
production of 1,000,000 barrels developed, 
until, two years ago, entire equipment in 
Mexico could handle barely 400,000 barrels 
a day. In 1916 the Huasteca Petroleum 
Co. completed the celebrated Cerro Azul 
well No. 4, commonly reported to have 
made 260,000 barrels in 24 hours, If it 
made 150,000 barrels a day—which is about 
as much oil as can be forced out of an 
8-inch hole—it was as big as any well 
ever completed anywhere. That well still 
produces about 45,000 barrels a day. Be- 
sides the Tampico topping plant, through 
which 100,000 barrels of crude oil can be 
run every 24 hours, the Doheny organiza- 
tion built and put in operation a modern 
refinery at New Orleans that can handle 
25,000 barrels daily and established there 
a fuel oil base for distribution in the 
United States, established another base 
at New York and one at Providence, R. I., 
and was the pioneer of Mexican fuel oil 
distribution in North Atlantic territory. 

Just as war was declared in 1914, Mr. 
Doheny had practically closed prelimin- 
aries for the organization of the British 
Mexican Petroleum Co., Ltd. in Great 
Britain, half the shares being held by the 
British. After the armistice was signed 
this corporation was organized and is now 
in operation, with long-time contracts for 
fuel oil and gasoline, 

Pipe line capacity of Mex Pete is 125,- 
000 barrels daily and is being increased 
to an eventual 200,000 barrels daily. 
Marine equipment consists of fifty tankers 
and vessels of 420,000 deadweight tons, or 
a combined cargo capacity of 2,800,000 
barrels. Crude oil production in 1920 was 
nearly 13,000,000 barrets and purchased oil 
and shipments last year approximated 30,- 
000,000 barrels. Salt water will overtake 
all wells drilled in Mexico, of the gusher 
type, after all the oil has been forced 
from above the water, as is usual in all 
gusher territory, but new wells drilled in 
undeveloped territory will replace ex- 
hausted wells and keep production to 
normal stage, as is usual in all oil-produc- 
ing territory. 

As of Dec. 31, 1920, owned properties 
of Pan American Petroleim & Trans- 
port Co.—steamships, payments on unde- 
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livered vessels and oil properties—are val- 
ued at $37,285,688, after depreciation re- 
serve of $4,824,040; investments in stocks 
of subsidiaries total $57,917,310; current 
assets were $6,295,186, and deferred items 
of $1,623,448—a total of $103,121,634. 

Of the authorized capital of 1,100,000 
common shares, $50 par; class B com- 
mon shares, par $50, $70,000,000, and 250,- 
000 shares of preferred 7% cumulative and 
convertible, $100 par, $25,000,000, there has 
been issued $50,000,000 of common and 
$20,000,000 of B common, or $70,000,000; 
bonds and mortgage debt is $11,992,802, 
and current liabilities, largely dividend 
disbursements, were $5,391,411; with the 
surplus of $15,560,970, these items form a 
total liability of $103,121,634. Estimated 
undistributed earnings of British Mexican 
Petroleum, $2,500,000, are not included. 

As of Dec, 31, 1920, Pan American 
holdings were $31,461,000 common stock 
of Mexican Petroleum Co., Ltd., and $9,- 
035,000 of preferred, or 71%; $943,400, or 
75% of stock of The Caloric Co.; $2,844,- 
710, or 50%, of the stock of the British 
Mexican Petroleum Co., Ltd.; $250,000 
Bankers & Shippers Insurance Co., and 
$1,265,152 stock of Pan American Petrole- 
um Co. of California. Net profit for 1920, 
from operations and percentage of net 
profit of controlled companies was $12,- 
987,752, and surplus, after payment of 
$14,412,057 dividends, was $15,560,970. 


Subsidiary Companies 

The Mexican Petroleum Co., Ltd., of 
Delaware is the chief holding subsidiary 
of the Pan American Petroleum & Trans- 
port Co., its subsidiaries being Mexican 
Petroleum Co., Huasteca Petroleum Co., 
Mexican Petroleum Corporation, and 
Mexican Petroleum Corporation of Louisi- 
ana, Inc. Huasteca Petroleum Co. is the 
operating concern in Mexico and the 
Louisiana corporation operates the re- 
finery and business at New Orleans. 

As of Dec. 31, 1920, the consolidated 
balance sheet showed $44,909,000 of com- 
mon stock, $100 par, and $12,000,000 of 
non-cumulatiye preferred stock, $100 par, 
and all of the stock of the Mexican Pe- 
troleum Co. (Cal.j, 81,321 shares of $1 
par; bonded debt is $1,009,000; current 
liabilities—accounts payable of $6,747,958, 
dividends for January of $1,587,048, and 
provision for income and profit taxes and 
contingencies of $2,000,000—$10,355,006. 
The surplus of $18,810,787 consisted of 
appropriations and investments in prop- 
erties and working capital, $15,000,000, 
and $3,810,787 unappropriated, or total lia- 
bilities of $87,145,115. 

Cost of properties Dec. 31, 1920, plus 
reserve for depreciation of $18,126,384, was 
$65,978,596. Current assets, consisting of 
crude and fuel oil and refined products, 
materials and supplies ($3,903,516), ac- 
counts receivable ($10,893,957), and cash 
($2,570,988), totaled $20,253,469. De- 
ferred charges of $775,048 complete the 
total of $87,145,115 as assets. 

Organized in 1907, Mexican Petroleum 
has paid dividends ranging from 6% to 
8% on preferred except between 1913 and 
1916 and since 1916 2% quarterly. Be- 
ginning with 1% in 1913 dipidends on 
common have been paid since of 8% and 
10% until 1920, when 3% quarterly has 
been maintained of late. The corporation 
thus has a pretty consistent dividend 
record and the 1920 statement, supple- 








mented by statement for the first three 
months of 1921, indicates that earnings are 
in excess of previous years, the volume 
of production and distribution steadily 
expanding. Having practically no bonded 
or funded indebetedness and its resources 


being unimpaired, Mexican Petroleum, 
after an existence of fourteen years, must 
be listed in the thoroughly seasoned class 
and recognized as an investment. 

That this company became the play- 
thing of a crowd of market manipula- 
tors is incidental to sporadic gambling . 
and not coincident with any fundamen- 
tal weakness of the corporation itself. 
Control of the Doheny organizations is 
so closely and surely maintained by 
men who are too active in constructive 
work to be bothered with stock manipu- 
lations that no incentive exists for an 
attempt to wrest control by any such 
flurry as lasted for a few days in June. 
Considered from this angle Pan Ameri- 
can and Mexican Petroleum represent 
the life work of a few men who build 
for permanence rather than for specu- 
lative profits, and are in the sarhe cate- 
gory as Standard Oil, U. S. Steel, or 
any other aggregation of men and af- 
filiated capital callaborating for perma- 
nent investment and continued activity 
in the same direction—the true and use- 
ful captains of industry as distinguished 
from stock manipulators. The element 
of speculation is as nearly discounted in 
organizations of this constructive char- 
acter as is humanly possible, continued 
growth and strength being temporarily 
checked or hampered only by international 
calamities like the world war. 

The Mexican Problem 

The rejuvenation of Mexico and the 
establishment of a staple government is, 
of course, a very serious problem, and the 
outcome is speculative more as to the 
length of time required to bring stability 
than as to doubt of final accomplishment. 
Quite obviously there is little that our 
own government can do to hasten the 
desired permanency outside of friendly 
encouragement. International equity and 
ethics prevent actual interference with 
constitutional government in Mexico. Any 
and all talk and sentiment looking to in- 
tervention and messing with the adoption 
and execution of statutory government 
in Mexico is pure guff and gets nowhere. 
New York speculators at times use fool- 
ish talk as a pivot about which to rotate 
and upset the equilibrium of securities of 
corporations whose operations are within 
the zone of dispute. The best commentary 
for guidance is the undisputed fact that 
the enormous volume of petroleum business 
originating in Mexico has been built up 
during the ten years of greatest disturb- 
ance in the southern republic, and is today 
greater than ever and steadily expanding. 
Politicians, speculators, experts, scientists 
and manipulators have never been able to 
even feaze the continued development of 
Mexico’s petroleum resources, and are 
less likely to discredit it in its strength 
than during its preliminary stages. 

It is to be regretted, of course, that it 
is not possible to bring realization of con- 
ditions in Mexico to the average American 
citizen, for it seems impossible to fa- 
miliarize them with their own localities 
and varying problems. Only actual con- 

(Continued on page 365) — 
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When the Railroads Resume— 


Haskell & Barker’s Prospects Wait on This Event—Company in Good Financial Shape 


oe are no favorites in the present 
industrial depression. Like practi- 
cally every other industrial group, the 
equipment companies are going through a 
particularly discouraging period. These 
companies, of course, depend on the rail- 
roads for their business; and with the 
carriers in their present poor financial 
shape, there is very little buying of equip- 
ment. As to when an improvement in 
the demand for equipment can be expected 
to come about, this naturally will de- 
pend on how soon the railroads emerge 
from their present unfavorable position, 
which in turn depends on an improvement 
in general business conditions. An early 
improvement is not in sight and, in the 
meantime, the equipment companies will 
have to get along as best they can on the 
sporadic orders which they now receive. 
Certainly, it is not to be expected that 
the railroad equipment business is going 
to start a boom of its own. 

It may be put down as a fairly certain 
prospect that the railroad equipment busi- 
ness will not be satisfactory for at least 
the balance of this year, and that there 


will be practically no exceptions among the 
equipment companies in this regard. This 
applies particularly to the locomotive 
manufacturers and the car makers. Under 
present conditions, with a total car sur- 
plus almost as large as at any time in 
railroad history, the need for new cars 
is obviously not pressing. It is true that 
there is a certain amount of buying going 
on, but this is in- 


pairs, and should be able to earn a fair 
amount from this source, inasmuch as it 
appears to be about the only branch of 
the equipment business which is at all 
satisfactory. 

So far as earnings for the year are con- 
cerned, Haskell & Barker does not pre- 
sent a very alluring prospect. On the 
other hand, there are moderately offsetting 
features to be found in the financial posi- 
tion of the company, 


Good Liquid Position 
According to the balance sheet of 


January 31, 1921, current assets amounted 
to $12,217,215 with current liabilities 
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tures. Thus, of the current assets about 
55% consists of inventories. The actual 
amount of inventories as at the end of 
January, 1921, amounted to $6,608,167 
against $1,850,967 the same month last 
year. 

It is an erroneous impression that equip- 
ment companies are immune from inven- 
tory troubles and that they never suffer 
losses in a declining market. This may 
have been true in the past, but the present 
conditions are so complicated and the 
trend is so definitely downwards with re- 
gard to all articles, including railroad 
equipment, that it is difficult to see just 
how Haskell & Barker or any other equip- 
ment company 7an hope to escape from 
the ills created by an excessive inventory. 
Certainly the company’s inventories are 
grossly inflated as compared with those 
last year, being over three and a half 
times as large. 

At the same time, liquid assets, includ- 
ing cash, securities and accounts receiv- 
able which may properly be included 
among liquid assets, show a decline from 
around $9,600,000 to about $5,600,000, the 
difference between the two figures being 
approximately the same as the increase in 
inventories. In other words, the 'iquid po- 
sition of Haskell & Barker has been made 
less favorable by an amount approximat- 
ing $4,000,000. 

Nevertheless, recognizing the fact that 
the financial position of the company is 
not quite so good as that of the year be- 
fore, it is apparent that the company’s 
finances are still in fairly good shape and 
that—barring an undue prolongation of 
the present period of industrial stagnation 
—its resources should be able to carry the 
company over this embarrassing period in 

fairly good shape. 
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provide 
for the company and 
expressed above, 


rate to 
good earnings 
it is doubtful, as 
that such business will materialize 
within a half year at the — earliest. 
On the other hand, the company 
is going in extensively for a mis- 
cellaneous business, including car re- 
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amounting to only $2,123,403. This makes 
a working capital of over $10,000,000 
which is very good for a company with 
only 220,000 shares of outstanding stock 
and no bonds or preferred stock. On the 
other hand, closer analysis of the current 
assets reveals some disconcerting fea- 


up much larger. 
The authorized capitalization consists of 
250,000 shares of capital stock without 
par value and of this amount 220,000 
shares are outstanding. The present com- 
pany is a successor of the Haskell-Barker 
Car Co. The old company and its origin 
(Continued on page 358) 
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Is Sears Roebuck Too Low? 


Common Shares Collapse on Exchange—Their Status as-Non-Dividend Payers 


EARS ROEBUCK, formerly one of the 
aristocrats of the stocks listed on the 
New York Stock Exchange, has deteri- 
orated to one of the garden variety and 
is now one of the regular daily performers 
on the big Board. It has not as many 
friends as formerly and much concern 
is professed over the outlook for the 
company. No doubt many of thése pro- 
fessions emanate from sources which are 
partial to selling stocks before they buy 
them. On the other hand, the position 
of the company has changed considerably 
and it would be weil to inquire into how 
much of the present pessimism on Sears 
Roebuck is warranted and how much is 
not warranted. Certainly, investors in 
this stock should know all the available 
facts and get a clear view as to the out- 
look for this company before they com- 
mence to pitch their stock over at current 
low levels. 

When Sears Roebuck passed its common 
dividends early this year, everybody real- 
ized that there was something wrong with 
the mail-order business. What happened? 
A glance at the attached graph on Sears 
Roebuck monthly sales will show what 
happened. Since a year ago last March, 
business of the company has been vir- 
tually cut in half, as expressed in dollars. 
For example, in March, 1920, Sears Roe- 
buck did a business approximating $27,- 
500,000, but in May, this year, its busi- 
ness amounted to only $12,000,000. These 
figures tell the story of the decline in the 
dollar amount of business done by the 
company. 

Sears Roebuck, as the leading mail- 
order house in the country (or anywhere 
in the world for that matter) is mainly 
dependent on the farming population for 
its business. It can never be prosperous 
so long as the farmers are in bad shape 
financially, as they are at present. When 
crop prices are low and there are huge 
surpluses of agricultural products on the 
farms which cannot be sold except at a 
sacrifice, the purchasing power of the 
farmer is naturally affected. What does 
he do in a situation like this? He simply 
cuts expenses to the bone, even refuses 
to buy necessary articles and the result 
is that the big mail-order houses like Sears 
Roebuck and Montgomery Ward find their 
business fading away. It is such a situa- 
tion which is now hitting Sears Roebuck. 


A Falling Market 
The Sears Roebuck management is very 
far-sighted and highly efficient, but it 
would have taken nothing less than a 
prophet to have foreseen at the beginning 
of 1920 that commercial pandemonium 
would ensue before the end of the year 


vs. 





was over. Certainly the wonderful earn- 
ings showing of the company during the 
first half of last year gave no inkling as 
to what was about to happen. In that 
period, Sears Roebuck earned a net profit 
of $15,447,285. Yet, the total net profits 
for the entire year amounted to only $11,- 
746,670. In other words, the company 
earned less in the entire year than it 
did in the first half of the year. Seem- 
ingly, this is a paradox. How did -it 
come about? The reason is simply that 
the company lost a very considerable 
amount last year owing to the depreciation 
in the value of its inventories and this 
loss had to be charged off against the 
earnings of the company to the extent 
indicated by the above figures. 

Despite the fact that the management 
wrote down inventories to meet market 
or cost prices as at the end of 1920, the 
amount of outstanding inventories at that 
time remained very high. The amount 
was about $105,000,000 against $98,200,000 
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as at the end of the previous year. This 
figure is gradually being reduced by the 
efforts of the company to convert stocks 
on hand into cash. In other words, Sears 
Roebuck is now going through a drastic 
period of liquidation. Prices have been 
cut from 25% to 60% in the effort to at- 
tract new buying. Some progress has 





been made. The cash item, which was 
extremely weak at the end of 1920, is in 
a better position. The floating debt is being 
cut and in general the company is making 
improvement in its financial affairs. 

It is not too much to say that the 
finances of Sears Roebuck, toward the end 
of last year, were somewhat involved. 
Cash was down to the very low point of 
$3,263,350 against $11,877,396 for the year 
before. Liberty bond holdings were down 
to $7,400,080 against $9,266,236. At the 
same time, inventories showed an increase 
of some $7,000,000 as described above. 
Working capital consisted to an abnormal- 
ly large extent of inventories, and a big 
company like Sears Roebuck must have 
something else to work on beside inven- 
tories. Particularly, it must have cash 
in order to meet its current liabilities. 
The amount on hand toward the end of 
last year was not sufficient to meet the re- 
quirements of the company and it was 
found necessary to float a $50,000,000 serial 
note issue in order to take care of the 
pressing floating debt. 

Since that time, however, the company 
has kept on liquidating its stocks and 
although it is doubtful that it is making 
money or will make money during the 
balance of the year, it is slowly but surely 
building up on a sound financial basis and 
it should do a profitable business when 
the economic tide turns. 

The attached graph on working capital 
and table on profits form a very signifi- 
cant commentary on the great handicaps 
under which Sears Roebuck struggled last 
year and under which the company is 
still, struggling. It will be noticed that 
working capital in 1920 amounted to $108,- 
000,000 roundly against sales of about 
$254,000,000. In other words, capital was 
turned over only 2% times approximately. 
On the other hand, in 1919, the turnover 
was 53% times; in 1918, 8% times, and in 
1917 about 9 times. Going back to the 
pre-war years, we find that in 1911 capi- 
tal was turned over 7% times, in 1912 
10 times and in 1913 13% times. A com- 
pany like Sears Roebuck must have a big 
turnover before it can make money. On a 
small turnover, its profits per sale are not 
so satisfactory as when the turnover is 
large. This is indicated by the table on 
profits. Thus, in 1920, when the turnover 
was only 2% times, the profit per dollar 
of sales was only 5.03%. On the other 
hand, in 1919, when the turnover was 
5% times, the profit per dollar of sales 
was 10.7%. In pre-war years, when the 
turnover was larger, the profit per dollar 
of sales was even more satisfactory. 

In order to produce satisfactory profits, 
it is obvious that.the turnover must be in- 
creased and that expenses must be cut. 
The company is engaged in doing both, al- 
though progress, particularly with regard 
to increasing the turnover, must neces- 
sarily be slow, on account of the cur- 
tailed buying power of its customers. Fur- 
ther, the price level is not yet stabilized 
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and it is not easy for the company to 
figure on a sound market. This inter- 
feres with the normal flow of goods. 
Naturally, a situation like this requires a 
considerable period of adjustment, but 
the experience of the company management 
is great and with any degree of normal 
activity in the business life of this coun- 
try they should gradually bring the com- 
pany around to its old-time liquid position. 


The Mail-Order Business 


What is the outlook for the mail-order 
business? Is it in a worse position than 
other lines of commercial activity or can 
it reasonably look forward to better 
things within a comparatively short 
period? 

As stated above, prosperity of the mail- 
order business is contingent on the pros- 
perity of the farming population. There- 
fore any conclusions with regard to the 
mail-order houses will have to be based 
on the outlook for the farmers, 

At present, like Sears Roebuck, the 
farmers are busy liquidating. What they 
want to do, just as Sears Roebuck wants 
to do, is to convert their products into 
cash. As long as they are under pressure 
with regard to converting their products 
into cash, it is evident that they are going 
to regard their purchases from Sears Roe- 
buck or any other company with which 
they may happen to do business as a sec- 
ondary consideration. Sears Roebuck, 
therefore, will have to wait for a boom 
in its business until there is a boom in 
the agricultural business. Are the farm- 
ers near the end of their troubles? Not 
yet. There are still large surpluses of 
agricultural commodities without markets 
and which are selling at unprofitable prices 
when markets can be found for them. 
There has been a certain amount of prog- 
ress with regard to. liquidation of these 
products, but much remains yet to be 
done. 

On the other hand, there is a very 
favorable element in the situation. This 
consists of the fact that the new crops are 
coming on and that they have not cost 
much to produce in comparison with costs 
last year, Farmers, therefore, will be able 
to sell their new products at a relatively 
more favorable price than last year when 
prices were higher. They should even 
be able to make a little money and pay 
back part of their debts. The credit posi- 
tion of the interior should be strengthened 
and this should be reflected in an improve- 
ment of business conditions throughout 
most of the agricultural districts. On that 
basis, it is reasonable to assume that Sears 
Roebuck will share in the forthcoming 
business activity to an extent to permit 
at least the partial resumption of its old- 
time earning power. 


The Company’s Earnings 


Sears Roebuck is an old-established con- 
cern and has an enviable earnings record. 
It is not a “war-bride” and although like 
other commercial organizations it profited 
from conditions arising out of the: war, 
nevertheless, unlike many others, it can 
point back to a solid record of achieve- 
ment in days before the war. When we 
come to think of it, there are not many 
big companies, outside of the railroads, 
that were good earners before the war 
and in that respect Sears Roebuck stands 
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in a very limited class. It is of importance 
to examine the company’s record before 
the war, inasmuch as it may afford a clue 
as to its prospects under conditions which 
are likely to obtain during the next few 
years, when we are likely to be on a low- 
price basis comparable with that of the 
period 1910-1913. 

In the period 1911-1914 inclusive, Sears 
Roebuck earned the impressive total of 
$77 a share on its common stock. This 
was equivalent to a yearly average of over 
$19 a share. Will it be able to do as well 
in the future? Assuming that the com- 
pany can only turn in the same aggregate 
amount of yearly net earnings in the future 
as during the’ 1911-1914 period, the answer 
would be a negative one. The reason is 
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Sears-Roebuck Working Capital 

Working 

Capital Gross Sales Ratio 
1911 $9,858,584 $68,513,957 14.39% 
1912 8,838,494 83,164,021 10.63 
1913 7,476,873 95,584,798 7.71 
1914 12,588,682 101,121,654 12.46 
1915 19,641,879 112,665,725 17.48 
1916 23,218,717 146,838,511 15.81 
1917 20,278,929 178,268,223 11,38 
1918 24,991,590 198,523,080 12.59 
1919 44,082,705 257,980,025 17.09 
1920 108,338,877 254,595,059 42,55 




















that since 1910 the amount of common 
stock has been tripled, rising from $30,- 
000,000 ($100 par) to the present outstand- 
ing amount of $105,000,000. In other 
words with over three times as much stock 
outstanding as in 1911, it would obviously 
be necessary for the company to earn three 
times as much if the earning power per 
share is to equal the 1911-1914 record. 
On the other hand, it is important to 
recognize that despite a 3344% stock divi- 
dend in 191] the company was able to 
maintain its earnings during the following 
years. Additionally, it may be possible 
that there will be a sufficient expansion of 
business to produce results sufficient to 
maintain the high per share earnings of 
the company. Nevertheless, there is over 
three times as much stock outstanding 
today as compared with ten years ago, and 
the burden of proof will have to fall on 
the man who attempts to convince others 
that this will not have an effect on the 
per share earning power of the company. 





Broadly, then, I should say that recog- 
nizing the excellent earnings record of the 
company, not only during the.war but be- 
fore it, the chances are that earnings 
during the next year or two at least will 
not come up to the pre-war record. 

The cash dividend rate on Sears Roe- 
buck common since 1910 has varied be- 
tween $7 and $8 a share. Since 1908 it 
has paid $8 a share. In addition, since 
1910 there have been stock dividends as 
follows: 33%4%, April 1, 1911; 50%, April 
1, 1915; 25%, April 1, 1917, and 40%, 
July 15, 1920. It is certainly improbable 
that stock dividends will be resumed with- 
in a period of a number of years. As to 
the resumption of cash dividends which 
were discontinued March 28, 1921, this 
will depend on the progress the company 
is able to make with regard to strength- 
ening its financial position and the future 
trend of earnings which, of course, will 
depend on general business conditions. 
It is practically certain, in any case, that 
dividends on the.common stock will not 
be resumed until next year at the earliest. 

Capitalization 

There are $50,000,000 Sears Roebuck 
7% serial gold notes outstanding as a re- 
sult of last year’s financing. Of this . 
amount $16,500,000 will be paid off Octo- 
ber 8, this year, the same amount October 
5, 1922, and $17,000,000 October 3, 1923. 
The notes are a direct obligation of the 
company but are not secured by any mort- 
gage. The 2-year notes are redeemable 
at a premium of 1% and the 3-year notes 
are redeemable at a premium of 2% if 
redeemed on October 15, 1921; 1%% if 
redeemed April 15, 1922, and 1% if re- 
deemed thereafter. The l-year notes are 
now selling at about 99 and at this price do 
not offer much of an inducement as they 
fall due so shortly. The 2-year notes are 
quoted at-about 97 and offer a certain 
profit of 4 points, in addition to interest, 
by October 5, 1922, when they fall due. 
The 3-year notes sell at about 96, offering 
a 5-point profit—possibly 6 points if re- 
deemed before the maturity date—within 
a period of 27 months. These notes are 
apparently safe and offer a good medium 
for high-interest investment during a short 
period. 

There is $8,000,000 cumulative 7% pre- 
ferred stock outstanding. Only $560,000 
annually is required for dividend pay- 
ments on this issue, which should easily 
be met by the company. Dividends have 
been paid regularly since 1907 and may 
be considered secure. The stock is now 
selling at about 95, which indicates its 
high investment value, For a safe invest- 
ment among preferred stocks, there are 
few more substantial than this one. 

Sears Roebuck common has declined this 
year from a high price of slightly under 
par to its present level of about 65. This 
was due, of course, to the passing of the 
dividend and the ensuing liquidation in 
the stock. While, as suggested in the 
commencement of this analysis, the com- 
pany should gradually get itself in a strong 
position and within a year or so find 
its finances and earning power so im- 
proved as to warrant the resumption of 
dividends, it is seriously a question 
whether it would pay the investor to tie 
up his money these days in an issue which 
sells as high as $65 a share and still does 

(Continued on page 367) 
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Answers to Inquiries 





CITIES SERVICE CO. 
Preferred Bought at 65 


In January, I bought 10 shares of Cities Serv- 
ice preferred at 65. Since they decided to pay 
dividends im scrip the stock has dropped to 
around 45. Wiéill you please give me your opinion 
on this stock. ould vou sell and take the loss; 
or is the investment safe and the price likely to 
go to a higher level as soon as money rates go 
lower?—J. P. nN. 

The existing depression in the oil trade 
and attending low prices for crude and 
refined oil make the immediate outlook 
for the Ctties Service Co. uncertain. 
Should the present poor demand. for oil 
be prolonged, it would seriously affect 
the earnings of this company. The re- 
cent action of the directors in declaring 
dividends in scrip rather than cash would 
seem to indicate that the management does 
not anticipate any early improvement. 

In view of the heavy fall in the market 
value of the preferred stock since you 
purchased same, it would entail a great 
deal of responsibility for us to offer you 
any suggestions; but we can refer you 
to an article appearing in the April 30, 
1921, issue of THe MaGazine or WALL 
Street which fully describes our views 
on this company and which should help 
you reach a decision as to the wisdom of 
holding your stock. 





A LIST OF BONDS 


Containing Two First-Class Risks 


T would he pleased to have your rating on the 
bonds enclosed on separate sheet. The bonds 
are for @ woman, my mother, 62 years of age. 
Weuld you advise any change in the bonds, a 
longer maturity or for any other reason? Am 
I justified in including a stock in the list? 
Would sell m4 stock at the proper. time in a wea 
market.—A. 


Great Northern 7s, 1936, and Chicago & 
Northwestern 6%4s, 1929, are a first class 
risk in every respect and are quite suitable 
for the investment purposes mentioned in 
your letter. Hudson & Manhattan re- 
funding 5s, 1957, are a second rate bond, 
but Niagara Falls Power Company 5s, 
1932, are highly regarded and may be 
considered a sound investment. In place 
of Hudson & Manhattan 5s we suggest 
St. Louis & Southwestern 4s, 1932, or 
Peoria & Eastern First 4s, 1940. While 
Southern Pacific is a good stock and holds 
promise of selling higher in the not dis- 
tant future, if you are acting in an ad- 
visory or “trust capacity, we suggest that 
you should not assume a risk of this 
sort. 


NEW ENGLAND POWER 5s 
Are They Secure? 


Please_give me your opinion of New England 
Power Company first mortgage gold bonds, also 
this company’s 6% cumulative — stock 
as an investment where safety, ° of grenciont is of 
paramount importance.—W., 

New England Power je Ist 5s, 
1951, are strongly secured, possess good 
salability and while not the highest type 
of mortgage security are generally re- 
garded as a first class risk and may be 
considered safe both as to principal and 
interest. The average income for the 
past five years available for the payment 
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of interest on this issue has been almost 
twice the requirements. 

The same company’s 6% cumulative pre- 
ferred has a large equity and good sala- 
bility. It has a good dividend record and 
there does not appear to be any present 
doubt as to the company’s ability to main- 
tain payments. 





PACIFIC OIL’S DIVIDEND 
The Period It Covers 


Will you please advise if the recent dividend 
of $1.50 per share on Pacific Oil is supposed to 
cover the first half of 1921 and means that the 
stock is on @ $3.00 basis, or if it is a quarterly 
dividend and means that the stock has started on 
a $6 annual dividend basis?—P. B, B. 

In declaring the recent dividend of $1.50 
a share on Pacific Oil, the directors of 
the company did not state for what period 
the declaration was made or when an- 
other payment might be expected. The 
assumption is that the stock is now on 
a $3 annual basis, a conclusion arrived 
at possibly because of the fact that the 
company is estimated to be earning at 
the annual rate of $3.80 a share. 


—_———-. 


MEXICAN PETROLEUM 
8% Bonds Safe 


I recently bought the following: Mezican 
Pete. 8% bond due 1936, and Tidewater Oil 
6% % bond due 1931. Would you advise the pur- 
chase of additi amounts of these issues at 
the present prices?’—W. C. D. 

Among oil securities Tidewater Oil 6%4s, 
1931, and Mexican Petroleum 8s, 1936, may 
be regarded as first class and if you do 
not place too large a proportion of your 
surplus funds in issues of this description, 
we approve of your buying more to av- 
erage. You will find the Mexican Pe- 
troleum issue fully discussed on another 
page of this issue. 

From an investor’s point of view, there 
is safety in diversification of holdings and 
too much of one’s money should not be 
placed in any one security, or in the se- 
curities of companies in the same line 
of endeavor. 


AMER. SMELTING-VA. CAROLINA 
Their Prospects 

Will vou please give me your opinion as to 
the prospects of American Smelting & Refining 
common and Virginia Carolina Chemical ‘ee 
at the present price for a long pull.—F. F. E. 

Owing to the continued light demand 
for copper metal, the recovery in American 
Smelting may be somewhat slow, but the 
stock is attractive at the current quota- 
tions of $33 a share if bought and held 
for a long pull. 

We do not favor Virginia Carolina 
Chemical owing to the unfavorable condi- 
tions prevailing in the agricultural com- 
munities, which means small earnings for 
this company for a long time to come. 
We suggest instead that you buy Allis 
Chalmers or Computing-Tabulating-Re- 
cording common shares, both paying $4 
annually, earning well in excess of divi- 
dend requirements and which, when con- 
ditions become more settled, should ap- 
preciate in value to a fair extent. 


PIERCE ARROW & WILLYS 
One of Them Better 

As @ reader of your Magazine, I would like 
some information. I own 100 Pierce Arrow 
preferred. I also own Willys ist preferred. 
Should I sell a at present prices or buy 
morei!—A, F. A 

While the MERE: outlook for the 
automobile industry is not especially prom- 
ising still, pending a substantial recovery 
in the price of Pierce Arrow preferred, 
we would not sell this issue. 

The prospects for the Willys Company 
are. not favorable and the company is in 
need of new funds which, if obtained, will 
necessitate the issuance of some securities 
that will have a prior lien on earnings to 
the preferred stock. In these circum- 
stances, we feel it would be better to get 
out of this issue and place the proceeds 
in a security the immediate prospects for 
which are brighter. Allis Chalmers or 
Computing-Tabulating-Recording appear 
to be suitable for such a purpose. 





INTERNATIONAL NICKEL 


Time to Average 


I own 200 shares of International Nickel com- 
mon, the first 100 costing me 30 and the sec- 
ond 17%. Business with this company is very 
quiet just now and in line with the steel and 
copper business, However, when these two basic 
industries revive, I feel that the nickel business 
will also recuperate. What is your opinion of 
a@ purchase of another 100 shares at about to- 
os, price, to bring down my average’ cost?— 


Earnings of the International Nickel 
Company are likely to be poor pending a 
revival in the steel and automobile indus- 
tries. For the year ended March 31, 1921, 
earnings available for the common stock 
were equal to 89c. a share on the $I1,- 
834,600 (par $25) outstanding. It is not- 
able, however, that the.company has come 
through the readjustment period in good 
shape and was able to maintain its posi- 
tion without resort to borrowing. Its 
financial position is strong and it should 
not be forgotten that a considerable 
amount of money was also spent last 
year in the construction .of a rolling mill 
near Huntington, W. Va. 

As a long pull speculation, Nickel around 
$14 a share appears to be quite attractive 
and it would seem to us to be desirable to 
average on your holdings at about that fig- 
ure. With a revival in the steel and cop- 
per industries, which may come in the fall, 
Nickel would be in an excellent position to 
benefit from such a development. 





ATLANTIC FRUIT 8s 
Not an Investment 


Kindly give me your opinion of Atlantic Fruit 
Ci % 5-year convertible 8s selling around 
45-5 M, 

We do not consider the 5-year 8% con- 
vertible notes of the Atlantic Fruit Com- 
pany good investments. While the com- 
pany enjoyed a fair degree of prosperity 
during 1920, its business has recently 
shown a heavy falling off and -consider- 
able doubt exists as to its ability to con- 
tinue interest payments on its 7% deben- 
ture bonds and 8% notes. The prevail- 
ing low price for the notes may be an 
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indication that the interest will be de- 
faulted and we therefore suggest that you 
io not buy them. 


THE RAIL STOCKS 
Good Outlook 

Please let me have your opinion in regard to 
e railroad stocks. In May I bought Southern 
acific at 76 and Union Pacific at 120. Today 
they are around 68 and 112 respectively. Do you 
ink the downward trend all continue much 
nger, and would you advise selling now in or- 
er to buy at lower prices?—A, W. 

We feel well disposed toward the rail- 
oads, particularly the better class. We 
ote the prices at which you own Southern 
nd Union Pacific and strongly advise that 
ou hold them. The earnings of both 
hese roads are, comparatively speaking, 
juite satisfactory, and when conditions 
ecome more settled, which we consider 
ikely in the near future, they should ad- 
vance well above the prices you paid for 
them. 


CANADIAN PACIFIC 
At Today’s Prices 

Would you advise porcbene of Canadian Pacific 
t ta-day’s price?—J. 

In the near future, a reduction in 
freight rates on the Canadian roads will 
zo into effect. In these circumstances, 
the directors of Canadian Pacific might 
deem it wise to reduce the present divi- 
dend payments on the company’s stock. 
The general expectations are that it will 
be placed upon an $8 annual dividend 
basis, 

At current quotations, it is possible 
the stock has discounted such action, but 
we feel more friendly toward Illinois Cen- 
tral, the earnings of which during the 
past year were over $12 per share and for 
the first four months of 1921 have been 
at the annual rate of over $20 a share. 
This stock should appreciate considerably 
in value when conditions become more 
settled. 


LOUISVILLE & NASHVILLE 


Good Prospects 
I am the possessor of twenty-five shares of 
Lowisville & Nashville R. R. stock. have 


noted the activity in the stock market and also 
the plans for increasing the stock. I should ap- 
preciate it very much if vou advise me whether 
to dispose of this stock at thie time, or hold ét for 
further advance—F, K. 


While the present siletiticaail in the 
stock _market may continue a_ while 
longer, we feel quite friendly toward the 
railroad issues, and in view of the stock 
dividend likely to be declared on Louis- 
ville & Nashville in the not distant fu- 
ture, we would recommend that you hold 
it for better prices than prevail at the 
present time. A stockholders’ meeting has 
been called for July 23, 1921, to vote 
on the proposed increase, which, if acted 
upon favorably, will result in the dis- 
tribution of $53,000,000 new stock or such 
part of it as the Interstate Commerce 
Commission will authorize the company 
to issue, 


PARIS ORLEANS RAILROAD 
Bond Attractive 


ive me your opinion on Paris 
Orleans Reine! G's onds?’ I am thinking of 
purchasing five of RR. for an investment. Also 
give your opinion American Folsehgne & 
Telegraph stock at present prices—C. E. 


Paris Orleans Railroad fi etees 6% 
bonds are an attractive long pull specula- 
tion especially in view of their guarantee 
both as to principal and interest, by the 
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French Government. The price of $73 
per thousand francs seems to be reason- 
able, and the railroad in question is one 
of the best French systems. 

At prevailing quotations ($102-$103), 
American Telephone & Telegraph is a 
good purchase and when conditions be- 
come more settled and the money mar- 
ket a little easier, this stock should ad- 
vance quite substantially, as the outlook 
is for continued improvement in the com- 
pany’s earnings. 


CINCIN., INDIANAPOLIS & WESTERN 
First Mortgage Bonds 


I have a small amaunt of Cincinnati, Indian- 
apolis Western first mortgage 5% 's and 
can pick up a few more to net 7% flat. I shall 
be pleased to have an expression of your opinion 
from the standpoint of safety and general de- 
sirability. This additional call on your kind in- 
dulgence is regrettable and due to my oversight 
when writing vou last week.—J. L. B. 


Cincinnati, Indianapolis & Western 
Railroad Ist 5s, 1965, are of an authorized 
issue of $12,000,000, of which $2,675,000 
are outstanding. They compose a first 
mortgage on the entire property of the 
company owned at date of mortgage, ex- 
cept the Sidell & Olney Railroad, sold 
under foreclosure in 1915. 

The equity underlying this issue is only 
fair and it possesses but a fair degree of 
salability. It is generally rated as a poor 
second class mortgage risk and we would 
not consider it a desirable permanent in- 
vestment. 


ADIRONDACK POWER & LIGHT 
Not Yet in Good Position 


Will you kindly give me such information as 
you have or can furnish on the Adirondack 
Power & light Corporation with office at Am- 
sterdam, N. Y.—J. FR. S 

The Adirondack Power & Light Cor- 
poration was incorporated May 24, 1886, in 
New York. The company supplies elec- 
tric light and power to Schenectady and 
Amsterdam and other places in the Mo- 
hawk Valley serving a population of about 
160,000, under a perpetual franchise. The 
company has an outstanding funded debt 
of $10,620,000. Its capital stock con- 
sists of $4,300,000 7% cumulative pre- 
ferred and $9,500,000 common. 

The company’s preferred shares are not 
very well regarded and earnings are not 
sufficiently stable to give them a rating 
beyond a fair second class risk. 

The common stock has some earning 
power, but no immediate dividend pros- 
pects, though these prospects should im- 
prove, as the outlook for all public utility 
companies is better than for a long time 


past. 


TO INVEST $500 
Southern Pacific Desirable 


Your mention of “definite recommendations” 
interests me and I would like some special advice 
from you now. I have at present: $1,000 Indiana 
Railways & Light 1st Ss, $1,000 Hudson & Man- 
hottan lst Ss and $500 in ~~ Several months 
ago vou advised me to hold my bonds, which I 
expect to do for the present, and I now want to 
invest my cash ta the best advantage. I have 
thought particularly of Sears Roebuck. Will you 
please mention one or two securities suitable for 
my purpose?’—A. RB. M,. 


Indiana Railway & Light Ist 5s, 1943, 
are strongly secured, possess good sala- 
bility and while not a first class risk 
are generally regarded as a high type 
of second grade mortgage and in view 
of the improved outlook for all public 
utility companies should be held for the 
long pull. 


Hudson & Manhattan Ist 5s of 1957 
possess a good degree of equity and good 
salability. The earnings and _ general 
financial position of this company are im- 
proving and its Ist 5s can be considered 
a good business man’s risk. 

For the investment of your surplus 
funds, we suggest any of the following 
issues as being more desirable than Sears 
Roebuck: Western Pacific preferred, Il- 
linois Central or Southern Pacific. All 
these stocks are paying dividends and 
should appreciate considerably in value 
when conditions become more settled, 





AMER. TEL. & TEL. 
Should the Rights Be Used? 


Received from the American Telephone & Tele- 
graph Company rights to subscribe for four 
shares of the company's stock at $100, being 
at the rate of ome share for each five shares 
held, Do vou advise me to subscribe to the new 
stock or sell the rights?—A. V. 

Should the snslatiien unsettlement in 
the stock market continue, which we 
doubt, it is possible American Tel. & Tel. 
might decline to a point that would make 
your “rights” valueless. In our opinion, 
however, the chances are against such a 
decline and we are inclined to believe it 
would be a wise move for you to exer- 
cise your rights to buy the stock at par, 
rather than to dispose of them. 


PENNOK OIL & GAS 
Should He Average? 


Please let me have 
Oil. I own this stock from 
A. N. 


We note that you have been buyirg 
Pennok Oil over an extensive price range, 
but we do not know what your average is 
or how much stock you hold. We pre- 
sume, however, that you own a substan- 
tial amount of the common, and there- 
fore we would not advise you to add to 
your line, as it is always bad business to 
tie up too much of one’s capital in one 
security. The company has cut down its 
expenses very substantially and is in a 
good position to renew development 
operations when conditions warrant such 
action. Its net quick assets, which con- 
sist largely of cash are equal to $2 a 
share, and while we would not advise 
purchasing more of the stock, we feel that 
a turn for the better in business and se- 
curity prices generally is not far off, and 
in these circumstances feel that you 
should maintain your position. 


m Pennok 
$16.50.— 


your opimon 
$6 t& 





REPUBLIC OF PARAGUAY 3s 


Prefer French Int. (Franc) 4s 1919 

I weuld like a report on Republic of Poraguay 
3%, 1886 Sterling bonds at $110 per £100, and 
as to how the interest has been paid, past record 
and some reascn why they are so K wy? am 
thinking of buying some of them.—L. Dp. 

The Paraguay External 3s, 1886, sell 
so low because it is a perpetual issue and 
the country is very largely on a “paper 
currency” basis. They are also a very low 
interest-bearing security and the credit of 
the Republic of Paraguay in the world’s 
financial markets is poor. In short, these 
bonds are rated as a poor-grade, third- 
class government risk. We advise against 
the purchase of these bonds, as too specu- 
lative, and we would rather take a chance 
with French International 4s, 1919, at $50 
per 1,000 francs which are a better specu- 
lation. They sell on the Curb. 

(Continued on page 369) 
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Building Your Future Income 


A Plea for Simplicity 


F the people who spend years educating themselves in the 
classics, the use of language, higher mathematics and 
abstruse sciences succeed in their later dealings with 

everyday men and women, it is not the result of their 
education. 


It is because they have something in them—some divine 
spark—which much theorizing and much academic research 
could not extinguish. 

If the complex mind, the mind which pierces into every 
minor detail of a subject, can represent that subject in a 
way that you and | will understand it is not because of the 
mind's grasp of little things. 

It is in spite of this grasp. Instead, because this mind can 
see the big facts through a maze of contributory facts; be- 
cause its re-picturing for the benefit of you and me is not 
blurred by little things. 

Simplicity is the fundamental law of the great teacher; the 
rightful aim of the most sensible scholar. 

There is a tree; it needs ground to tie its roots to; it needs 
rich soil and moisture for its sustenance; it needs a sun's heat 
to draw the sap up through its trunk, out along its branches 
and into its myriad leavés. You may understand why the tree 
needs all these things; but your reasoning will only confuse 
our understanding of the matter; and it will not alter the cor- 
rectness of our observations. Let us alone. That's all we 
want to know about a tree. 

There is a social system. It is based on the theory that one 
human being can, at some time or other, have been exalted by 
a Divine Influence; that, thereafter, the exalted one, no matter 
what his personal habits, his trend of mind. his ideals or his 
ignorance, is worthy of a crown. That is the way we under- 
stand this social system. You agree that we are right? Then 
we know enough. Do not pursue us with your whys and 
wherefores; your study of Caste Systems in Civilization; your 
vaporings about The Theory of Divine Right—Its Origin and 
Justification. Amuse yourself discussing these fine points 
with your fellow students. Don't befuddle the rest of us. 

Here is a railroad company. It has five thousand stock- 
holders. In times of stress, these latter are magnanimously 
referred to as the owners of the road. 
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The questions in the minds of these stockholders is, “Should 
we hold that stock? Shall we continue our partnership? 
Are you treating us squarely?” These questions can be 
answered by stating what the total receipts of the road are 
from the sale of passenger tickets and the leasing of freight 
space; stating what part of these receipts is being consumed 
by employees’ wages, cost of renewing equipment and cost 
of outside investments; subtracting this latter from the former 
—and then showing us stockholders just what share of total, 
gross earnings we received. 

The Commerce Commission, with a great roll of red tape 
that is being steadily unwound, may want farther-reaching 
data. Those who dearly love to toy with awesome statistics 
can regale themselves to any degree they choose. But we 
stockholders are not Government agents; nor are we char- 
tered accountants. We want the results of your manage- 
ment and our property shown in a style that we can under- 
stand. In the name of Heaven, is this much to ask? 

s 8 8 


HE story is told of a certain astute party who was called 
to the witness stand as an expert in a serious litigation. 

His replies to counsel and attorney were marvels of rapid 
thinking; his knowledge of the subject discussed was almost 
uncanny in its grasp of detail; moreover, he was versed in 
the law to a degree which enabled him—or forced him—to 
express himself in the most precise language, his ifs, ands, 
and buts just where they should be, his sentences absolute 
periods. 

Counsel was delighted with the witness. He urged him on, 
drew him out until he had given vent to a perfect torrent 
of information on the case in point. Prosecution avoided 
him as it would an adder. 

e jury retired and returned. The case of the State was 
upheld, and the defendant adjudged guilty. 

Some time later, the astute witness met one of the jurors, 
and asked him how such a verdict could have been rendered 
in the face of his testimony. 

“Just one reason why,’ replied the juror. 
much we couldn't understand you.” 

Which is much to the point, whether or not it is true. 
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Where Your Money Goes 


And How It Comes Back, Eventually, to Your Pocket Book 


HE accompanying chart shows how 
the public’s money goes from it and 
comes back to it, working all the time. 
It is a sort of a panorama, featuring 
money as the star performer in the busi- 
ness drama. As we study it, the thought 
flashes upon us that industry is made up 
*of innumerable stations strung along the 
circular pathway of money. For, no mat- 
ter from what station you may start money 
traveling on its journey, it will ultimately 
fetch tp at that station. This chart has 
been published before in this Magazine, 
but it is worth publishing again at this 
time when so many of us are wandering 
from the fold of first principles and 
marching with gypsy economists. 

The conclusion is forced upon us as 
we look at this diagram that we are 
all members of a vast partnership—that 
every honest striver has his shoulder to 
the wheel—that the heaviest lifters have 
the strongest shoulders, and that the 
weak, by combining, may do their 
share. 

We are reminded of the folly of 
class antagonisms. We realize the im- 
portance of teamwork. The definition 
of a capitalist is changed so that the 
word means the laborer with a job and 
good health just as it means the Wall 
Street magnate with a job so hard that 
his health is theatened. The farmer 
is as much a capital- 
ist as the banker, 


there*is also an interchange of ideas. 
Each citizen learns something from all 
the rest. As this disposition increases, 
and as every one comes to know his 
part, old prejudices will be destroyed 
and there will be mutual gain through 
mutual understanding. No one element 
in business will be exalted and no other 
element unduly slighted or ignored. 
We will not boost production nor treat 
the “producer” as if he were a king 
upon a throne. 

The clerk in a Wall Street broker- 
age house is just as much a producer 
in the wider sense of the word as the 
farmer who raises grain or the miner 
who digs coal. If there were only pro- 
duction, every one would have to con- 
sume what he produced, for there would 
be no distribution and no exchange. 
There would be no need of money and 
no quarrel about prices. 

In the good old days of yore, the 
only smoke of industry came from the 
outlet of a cave—every one -banqueted 
on his own fish or cheerfully starved. 
Distribution did not bother our cozy 
ancestors. 


Distribution 


Distribution is the way in which the 
producers are paid for their work. 
Since by this chart we see that each 
and every factor contributes to the 
common result known as a social in- 
come, it follows that each factor gets 


The chart suggests a sort of self- 
working machine. Credit is the lubri- 
cant of it, and credit is purely a prod- 
uct of civilization. In the days of the 
cave man there was no credit because 
there was no confidence, and there was 
no confidence because there was so 
little intelligence. Because there was no 
credit there could be no business. Each 
tribe suspected the other for no other 
reason than because they were separat- 
ed by a little distance. 
™ Even now there are evidences of fric- 
tion in our vaunted industrial machin- 
ery. Perhaps the time will come when 
there will be a more refined faith among 
men, based on understanding, so that 
this friction will grow less and less. 
We feel sure, however, that there will 
be no swinging back of industrial civili- 
zation, 

The nations that succeed the most 
understand business the best. In the 
future that nation will make the great- 
est progress in proportion as its people 
appreciate, not their significance nor 
their insignificance, but their exact 
place in the general scheme. The wide 
and general demand for fairness and 
the growing popularity of the principle 
of co-operation, undoubtedly will tend 
to yield to every class a more equitable 
share in the common dividend. 

A study of this chart suggests the 
circle. The circulatory movement of 
money, in which all of us play our 

several parts, is not 
only necessary but 
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differing only in de- 
gree. 


Our Mutual Indebt- 
edness 


Wall Street owes 
a debt to labor, be- 
cause without labor 
there would be no 
Wall Street. Labor 
owes a debt to Wall 
Street, because with- 
out a Wall Street 
there would be no 
labor. Every man 
that has cleared a 
farm has helped to 
build the Wall Street 
structure. Every sec- 
tion Hand that spikes 
a rail is a vital fac- 
tor in the scheme of 
business. 

From this dia- 
gram we learn that 


Farmers 









Manufac- 





o_ 






THE 
PUBLIC 








Wage 
Carners 





« 
“SS Dividends SS 


<<<" 


«HOW-YOUR-MONEY- CIRCULATES- 
‘ The-Route- By- Which - Your: Savings: Come-Back-lo-You- 





there is no one and 
only “backbone” to 
business. Without work there would 
be no savings—without savings no in- 
vestments—without investment no in- 
dustry, and without industry no work 
or wages. All are links in the chain. 
Modern business means more har- 
mony and greater uniformity. Through 
the system of interchange of money 
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natural. We see it 
exemplified in the 
circulation of the 
blood through the 
system, going from 
the heart, perform- 
ing its functions, 
and coming back to 
the heart. .We see 
it in the course of 
| the earth around the 
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pand® WY, Stock. sun, bringing a per- 

Houses. $ | petual succession of 

| summers and falls 

| and winters and 

Merchants |} springs. We see it 


in the rise of mois- 
ture and the fall of 
rain. 


Nature’s Circles 
While we are on 


this subject, did you 
ever stop to think 
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a certain definite part of the products. 
There are as many participants in dis- 
tribution as there are factors in pro- 
duction. Labor’ gets its share in the 
form of wages. Capital gets its share 
in the form of interest. The director 


of enterprise gets his share in the form 
of profits. 





how fond nature is 
of the circle? The 
raindrop, the trunks of trees, the stalks 
of plants, the suns and the planets and 
their orbits, the cells of our origin— 
all are circular. A circle is the best 
illustration our poor minds have of 
infinity. Money is called the circulat- 
ing medium. Some say that civiliza- 
(Continued on page 369) 
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: How I Would Invest $500 


Assuming That It Was All I Had 
By RALPH RUSHMORE 


O you fellows sitting back there in 
your motor cars, enjoying all the 
good things of life—you fellows who have 
arrived—five hundred dollars doesn’t look 
like much money. 

But to the fellow who’s just beginning 
to make good at business; or the young 
man who’s just getting married and has 
present-day rents to pay. on a salary of 
something like $3,000 a year, five hundred 
dollars can look like a gold fnine. 

This latter is the type of man we're talk- 
ing to. 
appreciate the value of $500 in his sight. 
And we want to say right here, that he 
can’t value that money too highly. 

It may prove the barrier some day be- 
tween that man and rags; it may mean the 
very life of somebody dear to him; it may 
be the means of getting him an interest in 
a substantial business enterprise and thus 
rescue him from life-long drudgery. 

If you want an even more vivid idea of 
the value of “only” five hundred dollars, 
try figuring out what percentage it is of 
no dollars at all. Infinite per cent, isn’t 
it? Then its value, as against nothing at 
all, is infinite, isn’t it? 

All right, then. Mr. Five H. D. Man 
wants to invest that great, big little sum 
where he will be as sure as a man can be 
of finding it when he wants it; and at the 
same time, where it will reproduce itself 
at a rate most satisfactory to him. It is 
the purpose of this article to tell him ex- 
actly what the writer would do. 


The Four Investment Mediums Again 


As our friend, Professor King, pointed 
out a while ago in this magazine (and 
that in a story we couldn’t hope to dupli- 
cate) there are four main mediums for the 
investment of a sum of money. First, the 
savings bank; secondly, real estate; thirdly, 
insurance; and finally, securities. 

Now, our man with $500 is supposed to 
be attending to his insurance out of his 
yearly income, So that is discarded. He 
couldn’t buy enough real estate to shake 
a stick at with his money unles he put all 
of it into development lots, or some other 
necessarily cheap land; and we don’t want 
him to do this for innumerable reasons: 

In the first place, and in the experience 
of a good many persons beside the writer 


himself, real estate, the easiest thing in the” 


world to buy, is generally about the most 
difficult in the world to sell; secondly, the 
whole country is going to be up in arms 
before very long if rentals are not reduced; 
therefore, rentals are almost certain to be 
reduced (there have been some declines 
already in high-priced quarters), and when 
a property’s income-producing values de- 
cline, its exchange value must decline also. 

More plainly, this writer considers real 
estate values still highly inflated and would 
not advise anyone to purchase land now in 
the belief that he was “investing.” 

Which leaves us the savings bank—and 
securities. And here’s where we come to 
straight talking. 
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We want him to know that we~™ 


Put $100 into the Savings Bank at once! 
Don’t delay. Don’t pother. Don’t think 
about it! Go down there now, deposit that 
first $100 and“then come back and finish 
this article. 


Now we'll tell you why we advised put- 
ting that first $100 into the bank. 

Experience has taught people two things: 
One, that the most difficult phase of money- 
saving, is the getting started phase; and, 
two, that there is no surer road to financial 








IMPORTANT ! 


(1) The recommenda- 
tions made here are, in 
the opinion of the writer, 
equally appropriate to an 
investment of $1,000 or 
$2,500. 

(2) The imvestor who 
follows this concrete plan 
should not stop here, but 
should use his savings bank 
account to building up an- 
other sum for investment 
next year. 

(3) The common stock 
suggestions are appropri- 
ate, as stated at the begin- 
ning, only to business men; 
there is no intention to rec- 
ommend them to persons 
who are dependent. 


(4) The success of the 
whole scheme will depend 
upon the stick-at-it-iveness 
of the imvestor. 























independence if the world than saving. 

Well, then, by forcing yourself down to 
that savings bank and opening an account, 
you got past the worst stage in money 
saving; and, without additional effort, you 
accomplished the other object—you started 
right, on the road toward prosperity. 

Hence the advice! 

But, just for the fun of the thing, let’s 
look a little further ahead and see how 
far this $100 deposit may get you in a 
year. You'll find it acts like a lodestone. 
There'll be a fascination about adding to 
it that you won't be able to resist. 

Suppose you save the meagerly sum of 
$5 a week. At the end of 52 weeks, one 
year, you will have $260 more principal 
deposit than you started with. Your orig- 
inal hundred will have produced 4 cents 
on the dollar, probably, or $4 new princi- 
pal. Overlook interest on your weekly 
deposits. Where you started with $100, 
you will then have $364. 

Isn’t that worth while? 


The Next $100 
You have now invested your first hun- 
dred dollars in a savings bank, where it 


is drawing interest and inspiring you ‘to 
further deposits. Now, what shall we co 
with your remaining $400? 

In mapping out an investment, it has 
been found the wisest policy to distribute 
the money around as much as pessible. 
The theory is the same as in target shoot- 
ing; if you take four shots at a target 
against somebody else’s one shot (and 
your aim is as good as his), your chances 
of hitting the bull’s eye are four times as 
good. 

So, if, instead .of taking that $400 and 
putting it all into some one security, you 
split it up into four parts and invest it in 
four different places your risk is going to 
be reduced and your liklihood of being 
“right” increased just four times. 

We'll assume, then, that you do split 
your remaining $400 up into four pieces; 
now the question is, where will the first 
$100 go? 

Well, you’ve got $100 in the savings 
bank, where it’s very safe indeed. But 
it’s not going to pay you very high inter 
est. Why not put the next $100 where it 
will be equally safe and where the yield 
will be a little higher? 

We refer, of course, to these guaranteed 
mortgage bonds that you hear so much of 
nowadays and which are rapidly becoming 
one of the most popular mediums of in- 
vestment for persons of small means, You 
can get them now to net from 5% to as 
much as 7%. And along with them you 
get a guarantee which assures you of full 
repayment of the principal when the ma- 
turity date rolls around. 

Assuming that your investment here nets 
you 644% a year, and lasts for four years, 
you will have received at the end of the 
period $26 for the use of $100, or over 25% 
on your investment. 

Isn’t that worth while? 


The Third $100 


Now comes a task. This is where you've 
got to do some real studying. You've still 
got three one-hundred-dollar-bills, and 
you've got to put them into good securities. 

Immediately one’s thought turns to 
bonds. Naturally enough. A _ corpora- 
tion’s bonds are always closer to its prop- 
erty and earning power than any of its 
other security issues. 

First obstacle: All bonds are not in de- 
nominations of $100; in fact, a glance over 
the Bond Buyer’s Guide this magazine 
publishes indicates that the most desirable 
issues listed here are available only in $500 
or $1,000 pieces. 

So we've got to dig to find the bond 
we want. 

Let’s do it by a process of elimination. 
Government bonds, for the time being, are 
out. Next to mind, in order named, are 
public utility bonds, railroad bonds, indus- 
trial and mining company bonds. 

Well, the railroads are having a dickens 
of a time just now; nobody’s sure they 
are going to fare worse, but the prospects 
of immediate improvement are not held to 
be good at this writing. Industrial com- 
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panies of ‘the country are in a slough. 
Enough said. Mining companies are work- 
ing at between 35% and 50% capacity. 
Also enough said. 

Which leaves public utilities, And here 
we find the one industry of the country 
which is, at once, of fundamental impor- 
tance; which has had its storm; and which 
there is every reason to believe will con- 
tinue to improve in respect of earnings 
and public esteem. 

So. the thing for us to do is to locate 
a strong public utility company, well estab- 
lished, in a field that is not likely to de- 
cline in activity, of proven earning power, 
under the direction of. capable manage- 
ment, and whose bonds are long-term and 
available in $100 denominations. 

This writer suggests Montana Power Ist 
oe refunding sinking fund 5s, maturing in 
1943. 

Montana Power’s output supplies the 
light, heat and power for some 46,000 ac- 
counts for municipal, industrial and do- 
mestic purposes in over thirty cities and 
towns. And the territory covers the prin- 
cipal agricultural, timber and mining sec- 
tions of the state. The company’s gross 
revenue since 1914 have been as follows: 


BPO G sos iccewiveviaves $3,778,000 
SE Ee 4,359,000 
See avs Cacdessaaeee 6,245,000 
ey eee 6,912,000 
SE U4 hye vues bandon 7,610,000 
_ OR Fee 6,852,000 
SE i cecahvengossane 7,928,000 


And in 1920 the company covered inter- 
est on the bonds referred to 3% times over. 

As for management, the directorate in- 
cludes such names as William E. Corey, 
Charles H. Sabin and A. H. Wiggin. The 
first is chairman of the Midvale Steel Cor- 
poration; the second is president of the 
Guaranty Trust, and the third is chairman 
of the board of the Chase National Bank. 

These bonds will do all right for that 
third $100. They are selling around 83, 
yielding some 6.40% if held to maturity 
(1943), and are available in 100 dollar 
form. 


The Fourth $100 


Now for the fourth hundred dollar bill. 
It didn’t take all of your third hundred to 
buy that Montana Power bond, so you can 
afford to pay a little more than $100 for 
your next purchase. 

Why not go into the preferred stock 
field for this investment? Your. savings 
bank account and your mortgage are 
rigidly safe. Your Montana Power bond 
is subject to fluctuations but, held to ma- 
turity, can certainly be regarded as sure to 
bring you face value. So you are cer- 
tainly justified in putting your next “cen- 
tury bill” into a very high-grade preferred 
stock, providing it is very high grade. 

Looking down the list, the writer can 
see nothing to compare with the preferred 
shares in the Standard Oil Company of 
New Jersey. At this writing, this pre- 
ferred stock is close to 105, which is its 
lowest price for 1921, and where it yields 
over, 6.50%. 

Now, please listen just a moment: This 
is a stock, not a guaranteed mortgage bond ; 
it is subject to fluctuations in market price. 
For instance, the stock has sold as high as 
110 this year, and now is five points below 
that figure. In other words, when you 
buy it, you are “taking on” a_ security 
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which, sixty days from now, might, con- 
ceivably, be selling at 100; or which, on the 
other hand, might conceivably be back up 
to 110 again. You must really understand 
these things before you buy it; and be 
careful not to twist the advice of this 
writer into any assertion that the stock is 
shell-proof and bomb-proof and bullet- 
proof. 

But, admitting the possibility of fluctua- 
tions in this stock’s principal value, this 
writer sees practically no vestige of pos- 
sibility that anything could happen to its 
income value—which is the current divi- 
dend rate of 7%. In fact, if the highest 
type of railroad investment of other years 
had not recently sunk into ignominy, and 
thereby demonstrated the uncertainties as- 
sociated with all investments, it would be 
almost laughable to argue about the safety 
of this Standard Oil dividend. A Wall 
Street analyst, whose figures I am willing 
to take, has figured out that, in the years 
1917 to 1920, inclusive and respectively, 
Standard Oil's earnings for its preferred 
shares have been: 1917, $81,415,000; 1918, 
$58,110,000; 1919, $77,986,000; 1920, $164,- 
461,000. 

The last figure translates into over $83 
per share earned on each outstanding share 
of preferred stock. 

We'll elect Standard Oil of New Jersey 
preferred at 105, or over, or less for that 
fourth $100. 


And a Little Pepper 

And now for the final $100—and a little 
pepper. By pepper, we mean good security 
but, at the same time, some speculative 
possibilities. It’s a dull man that never 
plays; and a dull investment career that 
avoids all vestige of chance. Mr. Five 
H. D. Man wants his share of fun as much 
as any one else; and considering the type 
of investment he has confined himself to 





thus far, we’re willing to agree that he 
is justified in stepping ever so little away 
from the straight and narrow path. 

Well, there’s fun to be had, It will lie in 
putting that last $100 into common stocks ; 
that is, instead of putting the whole hun- 
dred into one stock, we can get several 
stocks with it. 

Yes, several. You'll be surprised when 
you see what a diversified list you can get 
for only one hundred dollars, providing, 
of course, you confine yourself to 1 share 
of each stock. And although this may 
be a mighty humble way to start in, yet it's 
going to provide you with a considerable 
degree of safety; and it’s going to serve 
to connect you with the speculative pos- 
sibilities of common stocks. 

Here is a promising list, with the cur- 
rent price of each stock: Miami Copper, 
20; Computing, Tabulating & Recording, 
30; Hupp Motor, 11; Allis Chalmers, 31, 
and Loft, Inc., 9. Making a total outlay 
of cash amounting to $101, this side of 
commissions, 

There isn’t space enough left to analyze 
each of these companies. If you do not 
care to take this writer’s word for it (and 
he’s inclined to advise you not to take 
anybody’s word about what to do with 
your money) a note to the Editor will 
bring you information as to when. each 
company mentioned was last analyzed in 
this magazine. Then you will be able to 
learn all about them, But if you do want 
the writer’s mere opinion, he doesn’t mind 
saying that he would personally endorse 
each one of these issues as representing a 
sound company, cheap from a stock market 
point of view, and unlikely to go much 
lower: 





And that’s how I would invest five hun- 
dred dollars. 





The Only Way 


THE man who has spent any length 
of time in Wall Street finds one 
trait common to all the persons of 
small means who start to “invest.” That 
trait is credulity; and it is based on a 
complete misunderstanding of finance 
in its relation to business. 

Men of great attainments, who have 
demonstrated the thoroughness of their 
knowledge, have made repeated at- 
tempts to clear up. this misunderstand- 
ing. Instances have multiplied of oc- 
casions when such men have bluntly 
advised people to bank their money, 
rather than squander it in a field they 
know nothing about, and which they 
refuse to learn anything about. But 
that innate credulity—that willingness 
to believe what it is most pleasant for 
them to believe—has neutralized all the 
advice; and the persons of small means 
are still butting their heads against the 
impossible, despite the cautions of wiser 
men. 

Miss Ida M. Tarbell once showed 
H. H. Rogers, the great financier, a 
pitiful letter from a woman who had 
lost her all in a fake oil stock, and 
asked him what could be done. 

“There is nothing to be done,” said 
Rogers. “The company was formed, no 
doubt, with the hope that oil would be 
found, but formed and the stock sold 


before it was known whether the land 
had any oil under it or not. The stock 
was taken by people usually of small 
means who hoped to be able to get a 
large return out of their savings without 
any effort on their part. 1 am constantly 
asked by men and women in the profes- 
sions and in small positions, who have 
saved $500, $1,000 or $2,000 to invest their 
money. They want 10, 15 or 20%, they 
say. They wouldn’t object to 100%—but 
it must be safe. They can’t afford to lose 
now. 

“There is no man in the world that can 
honestly say that he can invest money and 
be certain of permanent large returns. 
The big dividends come from speculative 
ventures, and nobody should make them 
unless they are willing and able to lose 
all they put in. 

“T- had $1,000 sent me today from a 
woman who wants 20%. I cannot place 
it so that I can be sure she will perma- 
nently get 6%. It is all she has in the 
world. I have no right to lose it, and I 
shall not do it; I shall return the money. 
If she could afford to lose it, that would 
be another thing. 

“There is only one safe way for people 
to invest—and that is to choose sound, 
conservative bonds or stocks, and that 
after consultation. with trustworthy bro- 
kers and bankers. 
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Third Avenue Railway Co. 





Bonds and Stocks 





Two Promising Utility Bonds 


First Mortgage 5s and Refunding 4s of Third Avenue System Look Promising 


R those who can afford to speculate 

—and want to do so—the bonds of the 
Third Avenue Railway offer possibilities 
of a consjderable appreciation in market 
value. 

The market values of the company’s first 
mortgage 5s of 1937 and the first refund- 
ing 4s of 1960 have been greatly depressed 
because of the general condition of the 
traction systems of the city of New York, 
and also because of the poor earnings of 
all of the systems during the war and im- 
mediately thereafter when operating costs 
increased out of proportion and the com- 
panies were bound to continue giving ser- 
vice at the old five-cent rate of fare. 

This fare situation, in the city of New 
York, has been the subject of much pub- 
licity, as were the gas and electric rates 
before they were declared confiscatory. 
Recent amendments to the Public Service 
Commission laws have abolished the Com- 
missions for the First and Second Districts 
and the office of Transit Commissioner and 
in their stead created the Public Service 


Commission (composed: of five members - 


with terms of ten years), which will have 
jurisdiction over gas and electricity mat- 
ters in addition to the powers of the pre- 
vious Commission over railroads, street 
railways, telephone and telegraph compa- 
nies and steam companies throughout the 
State and provides for a Transit Commis- 
sion (of three members with terms of five 
years) for New York City or other cities 
with a population of one million or more, 
of which there are none. 

Among the duties of the Commission 
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after investigating the present conditions 
shall be to prepare a plan which is to ac- 
complish among other things the following 
three main purposes, namely: 


(1) the combination, rehabilitation, improve- 
ment and extension of existing railroads (the 
word railroads here includes rapid transit rail- 
roads, street surface railroads and stage and 
omnibus lines and any railroad used for local 
service and not operated as part of a trunk 
line railroad) so that service thereon may be 
increased and improved to the fullest extent 
possible ; 


(2) the receipt by the City of sufficient re- 
turns from the opgration of the railroads so 
that the corporate stock issued by the City for 
the construction of rapid transit railroads may 
Le cxempted in computing the debt incurring 
power of the City under the constitution of the 
State; and 

(3) the readjustment of the existing rights 
and obligations of the railroad companies so that 
the real values in the railroads may be ‘pro- 
tected and securities stabilised. In connection 
with the preparation of the plan the Commission 
shall cause a valuation to be made of the prop- 
erty which shall include such element of cost 
or value as the Commission may Daeg ty and 
such valuation as finally determined by the Com- 
mission shall be the basis for all allowances to 
the railroad companies under the plan. It fur- 
ther provided that the plan drawn up shall be 
submitted to the companies affected and the 
City authorities for suggestions. 


Thus it appears that the Transit Com- 
mission may in its discretion increase the 
fare on the subway and other lines in spite 
of the contract with the city providing 
for the operation of the system under a 
single five-cent fare. 


History of Third Avenue 


Before endeavoring to analyze the possi- 
bilities of the Third Avenue Railway Co., 
it appears advisable to give a brief history 
of the property. The Third Avenue R. R. 
Co. was organized in October, 1853, and 


from time to time acquired control of the 
Forty-second Street, Manhattanville & St. 
Nicholas Ave. Ry., the Dry Dock, East 
Broadway & Battery R. R. and the Union 
Railway Co.’s, and through the latter com- 
pany also controlled the Yonkers R. R. 
Co., the Westchester Electric R. R., the 
Tarrytown, White Plains & Mamaroneck 
Ry. (later sold to outside interests) and 
the Southern Boulevard Ry. It also 
owned and operated the Kingsbridge Ry. 

In April, 1900, the Third Ave. R. R. 
Co. was leased to the Metropolitan Street 
Railway Co. and in February, 1902, the 
lease was assigned to the New York City 
Rys. Co. However, on January 1, 1908, 
the company defaulted the interest due at 
that time on the first consolidated mort- 
gage and the company and its controlled 
companies were on January 6, 1908, placed 
in the hands of F. W. Whitridge as Re- 
ceiver. 

Subsequently a plan of reorganization 
was submitted and two years later, on 
March 1, 1910, the property was sold at 
foreclosure sale and bid in by the reorgan- 
ization committee, which organized the 
present Third Avenue Railway Company 
to take possession of the property. How- 
ever, the Public Service Commission re- 
fused to authorize the issuance of the 
securities provided for in the plan of re- 
organization. This action of the Commis- 
sion retarded the progress of the reorgan- 
ization committee and another year and 
a half had elapsed before the Court of Ap- 
peals at Albany, N. Y., on November 21, 
1911, reversed the decision of the Com- 
mission and declared the plan of reorgan- 
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ization operative and the new company 
took possession at midnight, December 


31, 1912. 
Some Lines Released 

The companies of the Third Avenue 
Railway System operating in Westchester 
County have been particularly burden- 
some, and in order to relieve the system 
as much as possible of this burden of 
operating property which had no prospect 
of adding to the net earnings of the sys- 
tem now, or in the future, it was decided 
to discontinue the operation of certain 
lines. 

During the fiscal year ended June 0, 
1920, the following companies which have 
been included in table 1 were released 
from the system in order to relieve it of 
lines which have proven to be financial 
burdens..» 


Mid-Crosstown Railway Co., Int., whieh or 
erated storage battery cars crosstown—on 28! 
and 29th streets, Manhattan, discontinued the 
operation of cars on August 9, 1919. This com- 

was incorporated in New York on Feb- 
ruary 14, 1912, as successor through reorganiza- 
tion of the 28th & 29th St. Crosstown R. R., 
which was sold at foreclosure sale an Janu- 
ary 4, 1912. 

The entire authorized and outstanding stock 
($150,000) was purchased in April, 1914, in 
payment for which the Third Ave. Ry. issued 

180,000 bonds and gave a 4% promissory note 
or $250,000 and cancelled claims aggregating 
$34,442 against the Mid-Crosstown Co. 

Third Avenue Bridge Co. operated cars across 
the Queensborough Bridge, 59th street, N. Y. C. 

Pelham Park and City Island Ry Co., Inc., 
which operated a storage battery car line from 
Beldon Point, City Island, through Pelham Ba 
Park, suspended operations on August 8, 1919. 
At last reports the commen had $45,000 of an 
authorized issue of $12 *060 of common stock 
outstanding. 

Belt Line Railway Corp. That portion of this 
company’s lines running on the east waterfront 
of Manhattan Island, south from 14th street to 
the Battery. 


The disintegration of these lines of the 
Third Avenue Railway System was not 
wholly caused by the abnormal conditions 
arising from the war but due to the fact 
that they had been operating at a loss for 
some years caused by the long inter-urban 
hauls for a single five-cent fare. After 
considerable discussion the communities in 
Westchester County agreed to the zone 
system, or an extra fare for each inter- 
urban ride, with the exception of the vil- 
lage of Hastings-on-Hudson, and the New 


York Public Service Commission of the 
Second District granted authority for the 
abandonment of the track in that village. 
Subsequently the village of Hastings-on- 
Hudson agreed to confining the five-cent 
fare within the village limits. A portion 
of the most unprofitable of the Hastings 
track has been removed, and negotiations 
are under way for a franchise to re-operate 
the remaining portion of the track. 


The Company’s Earning Power 

Without going any further. into the 
physical layout of the company, we may 
concentrate our attention upon the earning 
power of the company and the worth of 
its securities. 

The report for the year ended June 30, 

1920, showed an increase in revenue de- 
rived from transportation in excess of 
$1,400,000; its revenue from. advertising 
and rent of buildings and other property 
also showed an increase. However, dur- 
ing the year operating expenses exceeded 
the increased revenue by approximately 
$155,000. This was caused by the in- 
creased cost of operation of cars brought 
about largely by high wages and the ex- 
tremely high cost of coal. . The operating 
expenses were further increased by larger 
expenditures for the maintenance of way 
and structures, and equipment, but these 
latter items, while they are necessary ex- 
penditures, increase the equity behind the 
securities. 
- For the year ended June 30, 1920, the 
net income available for interest charges 
totaled $1,842,318, or approximately 3% 
times the interest requirements on the first 
mortgage bonds of the Third Ave. Ry. 
and its subsidiary companies, which 
amounted to $548,080. Deducting this in- 
terest there remained $1,294,200 for in- 
terest on the $21,990,500 first refunding 
mortgage 4s. The requirements for inter- 
est charges on this issue are $879,620, and 
it may be seen that the earnings were 
equivalent to 1.47 times the charges on the 
first refunding 4s. 

Under the reorganization plan which be- 
came effective on December 31, 1912, the 
first mortgage 5% bonds issued in 1887 


were undisturbed. The total authorized 
amount of this issue, $5,000,000, is out- 
standing and these bonds are secured by a 
first mortgage upon the entire property 
and are prior in lien to the first refunding 
mortgage bonds, of which there are $21,- 
990,500 outstanding, and also to the $22,- 
536,000 adjustment mortgage income bonds. 

There are, as stated above, $21,990,500 
of the first refunding 4s outstanding, which 
are secured on all the lines of street rail- 
ways of the company together with power 
houses, real estate, franchises, etc., and 
by pledge of the capital stocks of the fol- 
lowing companies : 
$2,000,000 Union Ry. Co. 

1,128,700 Dry Dock East Bdway & Bat- 
tery R. R. 
1,671,000 42nd St., Manhattanville & St. 
Nicholas Ave. Ry. 
8,600 Kingsbridge Ry. 

992,500 Yonkers R. R. 

500,000 Westchester Electric R. R. 

248,300 Southern Boulevard R. R. 

734,000 Belt Line Ry. 

4,221,000 N. Y. City Interborough Ry. 

150,000 Mid-Crosstown Ry. 

Also other shares of stock, bonds or 
notes of the above mentioned controlled 
companies, now owned or hereafter ac- 
quired, including the following bonds: 
$1,382,000 42nd St. Manhattanville & St. 
Nicholas Ave. second mortgage income 
bonds ; $1,750,000 first mortgage bonds of 
the Belt Line Ry. Corp.; $1,702,000 first 
mortgage 4s. N. Y. City Interborough Ry. 
They are junior in lien to the $5,000,000 
first mortgage 5s mentioned above and 
prior in lien to the outstanding $22,536,000 
adjustment mortgage 5s and the $16,590,- 
000 stock. 

Lastly, we have the $22,536,000 adjust- 
ment mortgage 5s, the interest on which 
is payable only when and as declared by 
the board of directors out of available sur- 
plus income as determined by such board. 
This ‘interest was non-cumulative to De- 
cember 31, 1912, after which time it be- 
came cumulative. The initial interest pay- 
ment on these bonds was made on April 1, 
1913, when 14% was paid. The full in- 

(Continued on page 362) 














THIRD AVENUE RAILWAY SYSTEM 
The companies comprising the Third Ave, Railway System, their capitalization, funded debt and the mileage covered each road are shown 
in the following tabulation, from which it can be seen that only about $499,000 stock and $6,628,000 bonds of the controlled companies are out- 
standing in the hands of the public. 
Capital Stock —————— Bonded Debt— — ——-. 
Owned by Co.'s Owned by Co's 
Miles Authorized Outstanding in System — Authorized Outstanding in Systemt 
Bie BWGRNO o6ccccccccescacs 27.188 $16,590,000 $16,590,000 Bs GA, Bee covcceccccecsecce $5,000,000 $5,000,000 
Uh Uk Mn naneccevens 40,000,000 21,990,500 $2,692,500 
*Adj, Mtge. 5s, 1960 .......... 22,536,000 22,586,000 320,000 
42nd St. Manhattn. & St. Nich, 20,291 2,500,000 2,500,000 $2,471,300 Be CRED Cecccctovdvcedes 1,200,000 CS0RSIS cece 
Qnd Mtge. Gs, 1915 ........... 1,600,000 1,487,000 1,487,000 
Dry Dock, East Bdway. & Batt. 19.158 1,200,000 1,200,000  1,198.000 General 5s, 1982 .............. 1,000,000 ea i »sescecs 
Ref, 4s, “B,”’ 1900............ 528,000 528,000 528,000 
Cet: Cp: PP ccai cect westanas 1,300,200 1,300,200 650,838 
ge rer es re 24.596 750,000 734,000 734,000 Se 4,000,000 ® 1,750,000 1,750,000 
Mid-Crosstown Ry. .......... 5.254 500,000 150,000 150,000 None 
Union Ry. Co. N. Y. C....... 96.502 2,000,000 2,000,000 2,000,000 Dt Se EE cecccanceececese 2,000,000 a 
Southern Boulevard R. R..... 10,067 250,000 250,000 249,000 Se Ge, SED 6ecndcevecadeped 250,000 eee”! 6 Nidee 
WN. ¥. C. Interborough ....... 37.834 5,000,000 5,000,000 4,539,400 Se Wy ED cveccéccesecoves 5,000,000 2,164,000 2,164,000 
Pelham Park & City Is....... 3.286 125,000 45,000 45,000 None 
Westchester Elec, R. R....... 40.586 500,000 500,000 500,000 SR Pe 500,000 ee 
N. Y. Westch. & Conn. Trac.. 5.575 600,000 200,000 200,000 General 4s, 1950 .............. 2,500,000 50,000 50,000 
Wenhows B; Be occ ccccccccccse 44.003 1,000,000 1,000,000 998,500 BR RH ERED ne ciccevsscoccs 1,000,008 1,000,000 8,000 
Kingsbridge Ry. ............. 7.150 1,000,000 8,600 8,600 None 
Bronx Traction Co. .........- 22.988 585,100 58,100 58,100 None 
Third Ave. Bridge Co........ 3.631 20,000 20,000 20,000 None 
Hastings Railway Co. ....... ete ED... 5. dhiied. .) eebbee o Seehen 
*Interest is payable at rate of 5% per annum if and when declared out of surplus income. Including securities held in sinking funds. 























for JULY 9, 1921 





Common Sense in Speculation 


Volumes Balanced Against Price Range—Their Significance— - 
Some Points That Indicate Danger or Safety—Facts 
Stated for What They Are Worth 


HE writer is in touch with very many 
judges of the market—good, bad, in- 
different, and some of them. deserve the 
title extraordinary, if not champions. The 
majority of them keep some charts. Some 
of them seem congested with all kinds of 
weird drawings, symbols, trend lines, and 
what not, while others seem to prefer com- 
mitting to graphic form the main daily and 
weekly movements of about 50 leading 


stocks. 

One or two keep no charts whatever. 
The writer keeps 92, and has access to 
about 200 more, which are studied more 
or less diligently at irregular intervals. 

Keeping in touch with a number of 
“market technicians,” the writer has found 
in them a peculiar reticence, not only on 
the subject of the market but also as to 
the facts surrounding their charts. Others 
profess to operate quite successfully on 
their memories alone, and their alleged 
sixth sense. This may be so, but the sug- 
gestion from myself that these students 
were unconsciously relying upon their 
memory (or their sub-conscious memory) 
only met with a confident denial that such 
was the case. 


Is Ancient History Useless? 


“What’s the matter with charts?” I 
have asked, and as readily been answered, 
“What happened yesterday is ancient 
history. I am only concerned with the 
future, and a record of past movements 
only confuses me.” 

The writer has repeatedly cautioned 
readers that there are no precise rules for 
successful speeulation, and while urgently 
emphasizing this fact, he knows from ex- 
perience, and the records, that market his- 
tory has an uncanny habit of repeating 
itself. Each stock has its own peculiar 
way about it so long as it occupies a fairly 
prominent position among the leading is- 
sues. In. this class I might mention Read- 
ing, Steel, Baldwin, Rubber, and a dozen 
or more of the old-timers. When a stock 
sinks into oblivion, its former characteris- 
tics are lost for a long time, in which con- 
nection I cite St. Paul common and pre- 
ferred, Smelters, or American Can. The 
latter are fair samples of stocks which 
have “lost out” and no, longer influence 
the market. 

The former have distinct characteris- 
tics. The latter just flounder along, and 
might continue to do so indefinitely. The 
leaders are relatively not difficult to judge. 
In my opinion little money can be made 
out of the tail-enders, like: St. Paul or 
Can, until something happens in their af- 
fairs to place them among the leaders 
again. 

Ancient history would be truly useless 
in the case of St. Paul or Can, as it was 
enacted at a time when things were as 
different from what they are now as day 
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is from night. The writer is not sure as 
to the futifity of post-mortems marketwise 
on the past movements of Reading, Bald- 
win or Steel. 

If, however, ancient history is objected 
to because of the absence of all rules, we 
can profitably look into certain phases of 
recent history and see whether we cannot 
in the future make, save, or gain some- 
thing from the facts. The writer pre- 
mises that he is not willing—nor is he 
compelled—to prove an argument on the 
subject. This much can be said in ad- 
vance: it does not always pay to follow 
the crowd; the crowd is mostly wrong; 
the time to join the procession is at the 
commencement of the parade. The late- 
comers are nearly always caught in the 
storm. 


Modern History re Studebaker 


In the merry month of May, 1921, Stude- 
baker common rose from 68% to 92%, 
completing one of the most satisfactory 
advances (from the bull viewpoint, of 
course), recorded. during a period from 
extreme gloom to near-rampant optimism. 
My record of modern history, quoted from 
facts—a small volume of charts—shows 
that after making 75, the advance was 
apparently checked. At this (the partial) 
high point of the movement the volume 
of sales recorded was 50,000 shares. 

Let me complete the record by saying 
that Studebaker advanced steadily from a 
low price under 40, recorded in the De- 
cember, 1920, smash, to a price of 60 on 
a daily turnover of 25,000 shares. The 
stock sold ex-dividend February 10, 1921, 
and Studebaker lapsed into a dull spell 
between 57 and 62 on an average daily 
turnover of only 15,000. Observation and 
experience has taught me to “watch your 
step” on just such occasions. The dul- 
ness may represent breathing spell for 
those who regulate the price range, or a 
vacation, or a fishing trip, or—as likely 
as not—further consideration on the part 
of the gentry who are supposed to “dic- 
tate” whether the stock shall open up or 
open down. I am supposing that someone, 
somehow, , dictates or regulates these 
things, but as prefaced at the beginning 
of this story, there are no rules ‘except 
the fundamental idea of buying cheap and 
selling dear. 

For a little over a month after Febru- 
ary 10, 1921, which period about corre- 
sponds with the normal idea of a little 
winter vacation in sunny Florida,-my mod- 
ern history shows me that “something hap- 
pened” in Studebaker. The little bird that 
whispered in my ear that it would likely 
go up rather than down was—volume bal- 
anced against price. In a single day the 
turnover in Studebaker was over 60,000 
shares against a former average of 15,000 
daily—and the stock moved down, ever so 
slightly. On the day following this per- 
formance the volume was again 55,000 


shares in a similar price range. This 
looked like time for action one way or 
another. 
_ The only way to act under such condi- 
tions is to watch which way the cat 
jumps—and jump with it! 
; The next day Studebaker started mov- 
ing upward, and when it crossed 62, left 
no one in doubt. It closed above 64 that 
day, and the volume was 30,000 shares. 
This was incidentally the beginning of an- 
other movement that carried the stock al- 
most without a reaction up to 80. 

A. few days later the volume rose above 
100,000 shares for a single day turnover 
in Studebaker, and the stock, after climb- 
ing above 79, closed at 78. 


When the Whistle Blows 


lf each buyer and seller could be made 
to shout and whistle together, the writer 
believes, there would be no losses in Wall 
Street, because the poor novice would get 
so thoroughly scared on the big volume 
days that he would drop his stocks and 
run for dear life. Conversely, moderate 
activity on a reasonable advance or de- 
cline would only stimulate him, and he 
would keep along with the crowd. 

Thus translating and summarizing this 
thought into figures, Studebaker was lit- 
erally a “dead one” as to volume, con- 
sidering its former leadership, in the heart- 
breaking declines in December, 1920. Be- 
tween 38 and 40, the low points for the 
entire movement, average daily volume of 
stock traded in was in the neighborhood 
of 12,000. As the stock advanced above 
45, the volume rose to 20,000 on average. 
It, seemed to like the upper strata of 
prices—and it seemed to have a better 
“following” on the advances. Above 50 
its activity broadened perceptibly until an 
average of between 25,000 and 30,000 
shares daily was recorded. At 60, and 
after February 10 (presumably on ac- 


count of that Palm Beach vacation), the . 


stock obstinately stayed around 60 for 
several weeks—uncannily, as if it were 
tied to the 60 post and told not to wander 
too freely. 

The run up from 60 to 70 was “full of 
pep,” and at the latter point the whistle 
started blowing in earnest. Some 100,000 
shares and a price of 80—an advance of 40 
points, and 5 times its former activity. 

Any need to warn gaping visitors on the 
ship that it’s time to get off? 


When Rules Fail 


The stock dropped from 80 to around 
72, and the volume fell to 35,000, which 
by comparison was a deadly dull: affair 
after 100,000 and it proved to be so as 
Studebaker obstinately refused to obey 
the rules by going down violently, as it 
should have done then and there. It rose 
to 75, and for 5 successive days hung 
around 78, with apparently no place to go. 
However, here again the unfailing indi- 
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cator of volume showed that something 
was bound to happen. Trading in the 
stock fell off to about 15,000 shares daily, 
and then—— 

Studebaker broke away with a snort 
through 80 on immense volume, and it was 
ime again to jump with the cat. The 
stock ended'a perfect day, with a high of 
87 and volume over 100,000. 

Remembering that it takes time to ab- 
orb and distribute stock after such a 
sood day’s business, we have only to watch 
something abnormal in the way of volume 
o give us a hint that the whistle is blow- 
ig still harder. 

Studebaker rose to above 92, and the 
ecord volume of 130,000 shares was re- 
‘orded for a single day. After that the 
tock dropped below 69. A price of 93 
rroved to be the high spot of the move- 
ment, and 130,000 shares quite too much 
or safety. 

Any set rules in following Studebaker 
throughout this exciting period would have 
failed miserably, of course, and the writer 
has not attempted to prove anything in 
particular. The facts are given- in ap- 
proximate and round figures, and in the 
writer’s estimation they speak for them- 
selves—at least in the case of Studebaker. 

Two lessons may be learned from the 
~heckered market career or the modern 
history of Studebaker of recent months: 

Nothing but a written record or an 
extraordinary memory would record phe- 
nomenal volume and the effect on the price. 
Nothing can replace a chart foi this pur- 
pose. 

It is owing to the public’s forgetfulness 
and its readiness to jump in on enthusiasm 
engendered by the frantic action of the 
mob that makes possible wild movements, 
and successful distribution at high prices, 
and satisfactory accumulation at panic 
levels. Dull markets are not attractive to 
the crowd. The public will only conde- 
scend to lend a hand when there is plenty 
of noise, and the whistles are blowing 
hard. 

Can the writer quote similar happenings 
as to volume and price that will help to 
point the way, either to get on or get off? 

The number of such happenings is legion, 
and it happens too often to be considered 
a mere coincidence. 


More Modern History and Facts 


American International Corporation sold 
between 50 and 55 when the volume rose 
from average 5,000 daily to around 30,000. 
From the latter point it declined to 30. 
This was probably an accident. 

Canadian Pacific dropped from 118 to 
101 shortly after a change in volume from 
1,000 shares daily to over 10,000 shares. 
Another accident, I suppose. 

Chandler at 85, after rising from 980, 
showed great signs of life, with a turn- 
over averaging 10,000 shares daily after 
an average of 1,000 to 1,500. It could not 
stand the limelight apparently and dropped 
to 50 thereafter. No explanation is given 
—merely facts. 

Chesapeake & Ohio, after selling at 58 
and a turnover of 20,000 (a dead one prior 
to that volume), dropped to 46. The in- 
flation was evidently too much for such a 
respectable stock. 

Corn Products was resting peacefully 
at 73 when somebody stirred it up on a 
turnover of 15,000 shares, against about 
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2,000 formerly. It dropped in amazement 
to—well, look it up! 

General Asphalt was given a good send- 
off between 70 and 80, and had two field 
days of 100,000 shares daily, against 25,000 
formerly. Asphalt is a modest stock— 
not used to publicity, so it sank to 45 after 
the spree. 

International Paper’s modern history 
shows a high price of about 73, recorded 
when the daily turnover advanced from 
7,000 to nearly 30,000. It dropped to 50 
after that, and along with it lots of paper 
profits. 

Kelly had a real Irish day out on a 
turnover of nearly 70,000 shares, against 


an insignificant 1,000 daily formerly. Too 
much air-pressure when the makers do not 
allow more than 75 pounds per rear tire. 
A sad blow-out followed down to 35 be- 


fore the vulcanizers came to the rescue. 


Mex Pete was hitting the real high spots 
at 155 until a 100,000-share day came 
along. That was the high volume, and 
also the high price, by the way—purely 
another accident. The stock dropped 
thereafter to 103. 

Modern history is replete with similar 
accidents and coincidences. The writer 
has not set out to prove anything, but to 
state a few facts and let the reader draw 
his own conclusions. 





AVERAGING AND STOP ORDERS 
By SCRIBNER BROWNE 


A question of considerable importance 
is whether the investor, when he believes 
the time has come to buy, should pur- 
chase his full line at once or should buy 
a part of it and wait to see whether he 
can buy the rest cheaper. This is known 
as “averaging.” It may be done “on a 
scale”’—for example, buying at 30, 28, 26, 
and so on down—or by buying half one’s 
requirements and then waiting until the 
time seems ripe to buy the other half. 

When the investor confines his efforts 
to trying to buy as near to the bottom 
of the tidal swing as he can and sell as 
near the top, I see no advantage in aver- 
aging. He has only one man’s judgment 
to use and all he can do is use it. There 
is inevitably a certain point where he be- 
lieves that the market has just turned. 
He might as well buy or sell at that point, 
since that represents his best judgment. 
If he has caught the turning point close- 
ly, he is more or less of a “wizard.” But 
whether he has or not, he has done his 
best and can do no otherwise. If he buys 
only half his intended line and waits to 
buy the other half later, that means that 
he is using his best judgment on only half. 

In nine cases out of ten, probably, the 
market will @o against him somewhat 
after he makes the purchase. He will 
then say, “I could have done better by 
averaging.” True enough, but would he? 
Or would be have waited until the golden 
opportunity slipped away entirely? For, 
as we have seen, that is just what the 
great mass of the public does. 

The case is sémewhat different, however, 
when he endeavors to follow the trend by 
buying or selling in the course of a move- 
ment which is already in progress. The 
average investor’s guess as to the bottom 
of a reaction in a bull market or the top 
of a rally in a bear market is worth very 
little, and it is important for him to avoid 
getting heavily loaded up near the begin- 
ning of a reaction only to see prices fall 
far below his purchase price. 

In this case he is no longer buying at 
bargain levels. He is buying after a con- 
siderable advance in the belief that the 
market will advance still further. He 
must, therefore, be more cautious, and 
may well follow the principle of buying 
“on a scale,” or of buying at first only a 
part of what he is able carry. 


Use of Stop Orders 


Another question is, Should stop orders 
be used? (The stop order is an order 
to sell when the price touches a stated 
figure below the current market, or to buy 
when the price reaches a fixed figure 
above the market.) 

For example, turning to the graph of 
stock prices, suppose that the investor 
concludes in February, 1904, that the mar- 
ket has turned for a long upward swing 
and buys at a price represented by 93 on 
the scale of average prices. Should he 
then place an order to sell in case the 
market goes lower than it sold in Sep- 
tember, 1903, on the theory that such a 
movement would prove him wrong and 
he would then better get out and wait 
for the next opportunity? Or should he 
patiently hold his position and wait for 
prices to recover? 

This depends on the man—on how much 
money he has in proportion to his commit- 
ment and whether he is of the specula- 
tive or the investment temperament. It is 
impossible to lay down a rule as to which 
method is the better, because that depends 
on how .often or to what extent the in- 
vestor is going to be wrong. 

We may say this, however, that which- 
ever method the investor decides upon, 
he must follow it consistently. He must 
not buy with the.intention of holding on 
until he has a satisfactory profit, and then 
when the market turns weak change his 
plan and decide to sell out and try again, 
or buy with the intention of using a stop 
order and then cancel the stop order, 
through unwillingness to take a loss, when 
the price begins to approach his order. 
Such changes of plan always result in con- 
fusion. 

Another common use of the stop order 
is to prevent a profit from running into a 
loss. For example, if a stock bought at 
80 advances to 85, the buyer then puts in 
an order to close his deal in case the price 
again falls to, say, 80%. He can then 
forget the trade and proceed to use his 
funds in other stocks if an opportunity 
presents itself. 

Evidently the higher the general scale 
of prices rises, the more important it is 
to prevent a profit from running into a 
loss. When the prices are low it is not 
unusually desirable for the tidal swing in- 
vestor to use this plan. 
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BABY BONDS 
Editor, THe MaGazine or WALL STREET: 

Sir: The enclosed check for renewal of 
my subscription evidences my satisfaction 
of the Macazine during the past year. 
Indeed, the third paragraph of the circular 
letter advising me of the subscription’s ex- 
piration is not at all untrue. My years 
of experience are perhaps not sufficient 
numerically to entitle me to pass proper 
judgment, but from the first to the last 
pages of every issue there seems to be 
crammed a great deal of common “horse” 
sense. Of this I feel sure: If all intended 
investors would allow their eyes to run 
through several of your issues (doubtless 
one would do in many cases) there would 
be fewer inventories of decedent’s estates 
with the sentence “_—————-Gold Mining 
(or any one of a host of others) Com- 
pany, 100 shares NO VALUE.” 

May I make a suggestion, however. .Be- 
ing a young man with only the “aire” and 
all of the million yet to get, whatever in- 
vestments I can now make ought to be, 
and in fact must be, at the rate of $100 
each “leap.” It is not always easy, so I 
am told, to secure bonds of that denomina- 
tion which are absolutely safe and which, 
should the necessity arise, can readily be 
turned into cash. So far, I have been able 
to invest all the way to $300 (I will re- 
tire next September and live on the in- 
come) and, at the suggestion of the Bond 
Department of the Trust Com- 
pany here I took one H. J. Heinz Co., one 
Northwestern Bell Telephone and one 
Northern Pacific-Great Northern 64%. 
The representative of the Trust Com- 
pany says that about exhausts his reper- 
toire of what he thinks I ought to touch. 
Now I have $200 more and, while of course 
I can take more of what I have, yet I 
would prefer to have two at $100 different 
from those above and in companies en- 
gaged in different lines of business. One 
of the reasons is that I hope to be in- 
terested in all of the companies in which 
I am a bondholder (sounds big, doesn’t 
it) and the greater the diversity the 
broader ought to be my understanding of 
conditions, These ought to be school days 
for me and certainly I can’t learn younger. 

So you might slip into your MAGAZINE 
occasionally a list of good $100 bonds or, 
in some of the articles recommending cer- 
tain bonds, tell us heavy plungers whether 
or not we can get into that boat by buying 
$100 tickets — A. A. G. 

We are very glad to be able to call your 
attention to an article on $100 bonds in 
industrial companies published in our May 
28th issue; and another article on $100 
railroad bonds appearing in our June 11th 
issue. These articles should help you 
imvest your funds safely, which is what 
you want to do. However, we note that, 
now holding one industrial bond, one 
public utility and one railroad, you desire 
further diversification; and that the 


articles mentioned do not happen to extend 
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into any other field. This should not deter 
you from acquiring at least one Liberty 
Bond ; and, to complete your holdings, why 
not purchase one $100 guaranteed mort- 
gage bond? A series of articles describing 
the latter has been running for several is- 
sues of the MaGazine; other instalments 
will come later. Their only possible dis- 
advantage so far as your requirements are 
concerned would lie in the fact that mort- 
gage bonds cannot readily be turned into 
cash; but this “disadvantage” is compen- 
sated for by the guarantee as to principal 
and interest which accompanies them, 

In passing, the $500 you are about to in- 
vest sounds a lot bigger to us than ten 
times as much would “sound” if we knew 
you were going to speculate on margin 
with it—EprTor. 


ANOTHER BOOST 
Editor, THe MAGAZINE oF WALL STREET: 

Sir :—I sure enjoyed your article “Buck- 
ing and Being Bunked by the Bucketeers” 
in the April 30th issue. Mr. Editor, you 
are all right. Many publications are at- 
tempting to advise, or to “so-called” guard 
their readers against such concerns, but 
their ideas are so vague, as to be of no 
avail to the average investor. 

There is no question about it, I have 
the utmost confidence in the integrity and 
sincerity of THe MaGAziIne or WALL 
Street. I bought a certain bond which 
your magazine considered to be a good 
buy, and the results were I cashed in a 
profit of $2,100 within a period of 3 months. 
So, for this and many other reasons, I 
think the publication the most remarkable 
in the country.—S. W. C. 


“WHEN IT PAYS TO PAY RENT” 
Editor, THe MaGAzINne oF WALL STREET: 

Sir—In your issue ‘of March 1921 there 
is an article by Scribner Browne, “When 
it pays to Pay Rent,” p. 6258 He assumes 
a case of buying a house at $5,000 for cash 
and then proceeds to itemize payments 
that will have to be made annually as 
against the man who pays rent, the differ- 
ence being $120. The first of the items is 
interest at 6% on $5,000—$300 as part 
of the yearly payments. I am a novice on 
this subject but very much interested in 
the matter of buying a house. My ques- 
tion is: If I buy a house for $5,000 and 
pay cash for it why should I have to pay 
interest. This would reduce the yearly 
payment of the home-owner just that 
much in the case Mr. Browne describes. 
Am I right or wrong? 

Would it be feasible and profitable for a 
person earning a salary of $1,200 yearly to 
buy a house for $5,000 or $6,000, paying 
$500 down, monthly payments to include 
interest on mortgage, reducing principal, 
taxes, etc., and renting the same to one’s 
immediate family but not living in the 
house oneself? Rents are terrifically high 
and it seems ridiculous to pay these 
enormous rentals with nothing tangible at 


the end of a year except a covering over 
one’s head and the possibility of being 
ordered out on account of a sale—W. W. 
A, 





I am sorry that I apparently failed to 
make myself fully clear in the article re- 
ferred to. Any one who has $5,000 can, 
under present conditions, easily get 6% 
interest on it by investing it in good se- 
curities. So if the $5,000 is invested in a 
house, the owner loses—that is, fails to 
get—the 6% interest which he could have 
got if he had bought securities. By any 
sound method of bookkeeping, he must 
figure that the house is costing him this 
6% annually on $5,000—since he would 
have got the interest if he had not bought 
the house, He does not have to pay this 
interest, but it is money that he would have 
received if he had not bought the house. 

Under present renting conditions, it 
would be entirely feasible, if a house can 
be bought for $5,000 or $6,000, $500 down, 
about $3,000 borrowed at 6%, and the re- 
mainder at 7%, for the buyer to get 
enough rent to make the proposition pay; 
and a salary of $1,200 yearly, if reasonably 
secure, should enable the buyer to gradual- 
ly clear off the indebtedness. It must 
be remembered, however, that present rent- 
ing conditions are exceptional and natural- 
ly will not last indefinitely. Prospects for 
future renting will depend largely on the 
locality. A gradual increase in the supply 
of rented houses must be expected. If the 
buyer occupies the house himself, he is of 
course sure of a tenant, and his position is 
therefore more secure.—ScRIBNER BRowNE 


SOMETHING BETTER! 
Editor THE MAGAZINE oF WALL STREET. 

Sir—The suggestion of “E. E. M.” in 
“Readers’ Round Table,” May 14 issue of 
your magazine, is one of the best pieces of 
constructive criticism that you have ever 
published. The wonder is that nobody has 
ever thought of it before. 

Any financial writer can advise “Now 
is the time to purchase certain oils,” or 
“good coppers should be accumulated on 
any reactions” or “discriminating pur- 
chases of the rails should bring ultimate 
profits” or “a well-chosen list of utilities 
on any dips should be acquired” or “care- 
ful selection of promising motors is rec- 
ommended”; but the average investor- 
reader wants concrete advice. Which are 
the good rails, the good coppers, etc.? 
And at about what price should they be 
bought? “Simple enough,” some one says. 
“Let him look up earnings, etc.” The 
trouble has been in recent times that a 
concern can show bang-up earnings in the 
first six months of the year and have the 
bottom drop out the last six. By the time 
our investor-reader decides the purchase of 
stock warranted, conditions may have 
swung to the opposite extreme. A perusal 
of market letters, statements, and even 
magazine-articles of a year ago sometimes 

(Continued on page 369) 
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BLAMING IT ON PSYCHOLOGY 


Be of good cheer; if it is slow work 
making a few dollars these days don’t be- 
come discouraged. You may have a hun- 
dred years or more in which to try, so 
why be in a hurry? There is no good 
reason why we shouldn't all live to the 
rather ripe old age of one hundred and 
fifty. Psychology, not physiology, is the 
dominant factor which causes us to shuffle 
off this mortal coil just as we are begin- 
ning to acquire a slight knowledge of 
those things which make life worth the 
living, according to Dr. A. H. Warner, of 
New York, in an address delivered be- 
fore the Allied Medical Association of 
America. 

“Because the Bible says that a life shall 
be three score years and ten, the people 
expect to die when they reach that age,” 
asserted the doctor. “It’s all wrong. 
They have just hypnotized themselves into 
the belief because it’s in the Bible.” 

The doctor said he expected to live for 
one hundred and fifty years, and, if he 
still found living a joy, he might decide 
to stick around another decade or so. 

The man of medicine may be right, but 
we know a number of people in the Street 
who never have read any part of the 
Bible, and we are willing to gamble at 
odds of 4 to 1 that not one of them will 
live one hundred and fifty years. In fact, 
if the market doesn’t soon do better, many 
of them won't live one hundred and fifty 
days. They'll starve to death. 

Be that as it may, there is a lot to this 
psychology business. There is a habit of 
success and a habit of failure. How often 
we hear a loser, a hard luck guy, quote, 
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“Them that has gets.” He has the idea 
that he can’t win, and, with such an idea, 
he can’t. 

Then there is another class who is al- 
ways quoting, “The first shall be last.” 
And such a philosophy gives one no in- 
centive to ever be anything but last. 

The Columbia crew placed implicit con- 
fidence in that “first shall be last” saying, 
and surely they would have been first had 
the shells in the Poughkeepsie race right- 
about-faced at the finish. Our Business 
Manager who picked them to win prob- 
ably had in mind some such manceuvre. 


STOCK MARKET REVIEW 
AND FORECAST 


BY THE BUSINESS MANAGER 


The Editor has asked if my stock-mar- 
ket predictions are as good as my tips on 
sports. Yes, sir, just as good. You see, 
it’s like this. I get all my information 
on stocks and coming events while in a 
trance. When, gazing blindly into the 
future, I saw the finish of the boat race I 
thought the race was being rowed up 
stream, and, as Columbia was nearer Al- 
bany than any of the other crews, nat- 
urally I took them for the winner. Cer- 
tainly no explanation could be fairer or 
more clear. 


Confidently, with no hesitancy, I proph- 
esy that during the next two weeks the 
buying and selling orders, executed on 
the floor of the Exchange, will just about 
balance. And, unless the market and busi- 
ness improves much and soon, there will 
be fewer Republicans in Washington next 
year. 


LOCAL NEWS 
PERSONAL AND IMPERTINENT 


BY THE ADVERTISING MANAGER 


The runners, guards and office boys of 
The Bank of Manhattan Company may 
soon be seen dressed in swallow tail coats 
and knee breeches with silver buckles and 
gold buttons. Frank Hilton couldn’t drag 
his admiring eyes from the footman in 
the Ambassador, where the New York 
State bankers held their convention, and 
is supposed to have been making mental 


notes for the new uniforms. 
Later:—Mr. Hilton denies the above 
and claims he was only wondering what 


a man thinks about when he is all trimmed 
up like a church for a wedding. 


Atlantic City is ideally equipped to. care 
for conventions and returning prodigal 
sons if one may judge by the abundance 
of fatted calves one sees. 


* * *& 


Picking out the bankers on the board- 
walk and around the hotel was easy. One 
knew them by a speech sticking out of a 
pocket or by a fresh sunburn and a set of 
golf clubs. Which profits a man more, 
a long speech or a screaming drive? 


That’s a tough one when you come to 
consider it. Now, while I enjoy a few 
speeches, I always thrill to the low, 
straight, far-carrying drive. It is one of 
man’s most inspiring accomplishments. 


* * * 


Bankers may know all about credits, ac- 
ceptances and exchange, but, when it 
comes to the real things of life such as 
keeping a jazz band working hard, the 
toddling in the Venetian Room did not 
compare with that of the uneducated 
masses on the Million-Dollar Pier. 

** * 


The Advertising Manager of Tue 
MAGAZINE OF WALL STREET sent me a cel- 
luloid memorandum tablet on which is pic- 
tured a Goop who has just finished a ses- 
sion with a put-and-no-take top. He is 
displaying his remaining cluck dime, and 
asking, “Who’s buying my lunch today?” 
On the reverse side is the advice to call 
up the Magazine’s Advertising Manager. 
If any of you-are lucky enough to get 
one of these tablets I hope you will have 
better success in getting a free lunch 
than I have had. For three days I have 
phoned, and then gone out and eaten my 
usual two doughnuts. 


* * * 


Some one says the Police Gasette is 
starting an Investment Page. These are 
tough days for the barber. First Gillette 
goes and invents a fool-proof razor, and 
now the barber’s best and oldest friend 
has turned on him. It was bad enough 
when the customer came in to get a trim 
with the soap in his ears, but if the trim- 
ming is attended to before climbing into 
the chair the barbers may as well join 
The House of David baseball team. 


Hi 








New York Stock Exchang 


Because Germany 
Last 


has— 

—the genius for or- 
ganization— 

—the greatest indus- 
trial equipment in 
the world— 

=the necessity for 
work and the will 
to work— 

—the inherent trait of 
thrift— 

We believe that her Gov- 
ernment, Municipal and In- 
dustrial securities, at .these 
extremely low prices; offer 
a great opportunity. 

Our Foreign Department 
knows these _ securities 
thoroughly, and will gladly 
give full information con- 
cerning those, also quote, 
buy and sell them. 


Ask for price list M. 40 


Robert C. Mayer & Co 
Equitable Bldg. 
New York 
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Partial 
Payments 











EN money strin- 
gency raises money 
rates, depresses se- 

curity prices and creates 
investment bargains, it 
likewise limits available 
funds and makes it diffi- 
cult to. take advantage 
of low prices. 


Our Partial Payment arrange- 
ment is particularly advan- 
tageous at such a_ time; 
furthermore; it puts weekly or 
monthly surpluses immediate- 
ly to work and is a strong 
incentive to systematic saving. 


Our descriptive booklet M 115 
Sent on request 
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The Progress of 
Economic 
Readjustment 


By 
CHARLES S. HIRSCH 


Copy on Request M. W. 


Hirsch, Lilienthal & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 


165 Broadway, New York 


BRANCHES 


Hotel Belleclaire, B’way & 77th St. 


Hotel Breslin, B’way & 29th St. 
3 East 44th St. 
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Selected 
Stocks 


The stock market now undoubt- 
ediy presents many unusual 
investment opportunities. 





We have just ‘ssued a Special 
Letter reviewing the situation. 
In this letter 22 carefully se- 
lected stocks are presented for 
the consideration of anyone in- 
terested. Mailed upon request. 


E. W. Wagner & Co. 


ESTABLISHED 1887 


Members 


NEW YORK STOCK EXCHANGE 
NEW YORK COTTON EXCHANGE 
CHICAGO STOCK EXCHANGE 
CHICAGO BOARD OF TRADE 


33 New St., New York 
208 South La Salle St., Chicago 


Lecal Branches 
17 EAST 42ND ST. 
26 COURT ST., BROOKLYN 
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Stock Market Sidelights 


| News and Notes About Securities 


HE investment market has under- 
gone a very noticeable change in 

the last six months or so. Up to 
that time investment bankers experienced 
no difficulty at all in disposing of short 
maturities that promised a quick turnover 
and a comparatively large yield on the 
funds thus employed. Now the reverse 
is the case and investment bankers aver 
that there is a rapidly growing demand 
for long-term issues which combine high 
interest rates and safety of principal. To 
what extent this change in the investment 
market’s complexion has been due to the 
educative influence of such financial pub- 
lications as THe MaGAzINE oF WALL 
Street (which for many months past has 
been urging the purchase of long-term 
high-grade bonds in preference to the 
short-term maturities because, as a rule, 
the latter afford neither better yield nor 
greater safety than the former), it is 
difficult to determine, at any rate it is 
quite obvious, that the investing public 
has been doing a lot of thinking of late. 


STRENGTH OF THE TOBACCO 
SHARES 

The comparative strength of the tobacco 
shares, American Sumatra excepted, in 
presence of the general gloom, is explained 
by one writer by the fact that when the 
public has its troubles it puts them in its 
pipe and smokes them. Be that as it may, 
it is not an unfamiliar phenomenon to ob- 
servers of general conditions that in times 
of widespread industrial and commercial 
depression the consumption of tobacco is 
greater than at more prosperous periods. 
The fact is, at any rate, that practically 
all of the tobacco companies are making 
money—some of them more than ever be- 
fore. Notwithstanding big declines in 
“prices of raw materials, few of the man- 
ufacturing and retailing concerns have re- 
duced prices of standard brands. As a 
consequence, practically all of the com- 
panies should be able to show a big jump 
in profits this year—a prospect which goes 
a long way toward explaining the recent 
conspicuous strength of such issues as 
American Tobacco common, Liggett & 
Myers common, Tobacco Products and 
United Retail Stores. 


ATLANTIC GULF’S IMPROVED 
OUTLOOK 
Whether or not the company has finally 
pulled itself out of the hole in which it 
found itself two months ago, Atlantic Gulf 
& West Indies’ outlook seemingly has im- 
proved where all danger of a receivership 
has passed. The company’s oil producing 


344 


subsidiary has been increasing its output 
monthly ever since the beginning of the 
year, and its wells are now said to be 
turning out an average of 90,000 barrels 
a day. Several of the tankers whose con- 
struction was said to have nearly brought 
the company to financial disaster earlier 
in the year have been sold, to good ad- 
vantage, while several more are in com- 
mission and making money. 

A further indication of the company’s 
improved outlook is afforded by the recent 
announcement that the Atlantic Gulf Pe- 
troleum Co., the British subsidiary, would 
begin operation of its new refinery in 
Southampton, England, some time this 
month, This plant cost $3,500,000 and will 
have at the start a daily capacity of 3,500 
barrels and, when completed, a capacity 
of 5,000 barrels daily, 

With all these producers turning cash 
with great regularity into Atlantic Gulf’s 
treasury, there naturally is a growing be- 
lief that the company will not have to 
do any new financing after all to meet its 
more pressing requirements. 


STUDEBAKER’S REMARKABLE 
SHOWING 


The way that Studebaker has held up 
in the face of severe declines elsewhere 
has not only made a host of friends for 
the stock but has made it also a target 
for bear selling. There nearly always 
is a large short interest in the stock,. so 
that it is not a difficult matter for the 
pool to advance the price when general 
conditions are favorable. But at the pres- 
ent juncture the bulls are singularly for- 
tunate on having a most remarkable earn- 
ings record to help their campaign. It is 
estimated that the second quarter will 
show about $8 a share earned for the 
common stock, and that the first three 
quarters of the current year will disclose 
earnings equivalent to not less than $20 
a share on the issue. Hence, not only is 
the present 7% dividend safe, but there 
is a prospect of an extra disbursement 
some time this year that may put the 
stock on a substantially higher annual 
basis. In well informed quarters, there- 
fore, it is surmised that the bears have 
again been “selling into a bag” and that 
there will again be witnessed some of the 
scenes familiar to those early in the year, 
when short covering, accompanied by in- 
vestment buying, carried the stock from 
the low 40’s to above 90. 


HOPE FOR WILLYS CORPORATION 
STOCKHOLDERS 


The fact that certain banking interests 
in their efforts to clear away the indus- 
trial wreckage have now begun to apply 
themselves to the Willys-Overland tangle 
has tended to inspire new hope in the un- 
fortunate stockholders who purchased the 
shares of the Willys-Overland Company, 
and of the Willys Corporation, at the 
peak of the stock market boom of two 
years ago. It is generally understood 
that bankers who have been caring for 


both corporations in recent months are 
about ready to announce a reorganization 
plan, one of the principal features of 
which calls for the issuance of between 
$20,000,000 and $25,000,000 of Ist Mort- 
gage Bonds, which are expected to bear 
8% interest annually. The plan would 
probably have been declared operative be- 
fore this but for objections registered by 
some minority interests, which objections 
will necessitate further conferences be- 
tween company creditors and the Bank- 
ers’ Committee that has been taking a 
prominent part in the affairs of both cor- 
porations. One thing which is calculated 
to facilitate the reorganization is the fact 
that Willys-Overland is now in a fairly 
strong cash position. Its net quick assets 
are understood to be about three times the 
net quick liabilities. Reorganization of 
these two companies undoubtedly would 
transfer a heavy load from the shoulders 
of the banks to those of individual in- 
vestors; but more important still would 
be the rehabilitation of both companies 
to an extent that would insure substan- 
tially better prices for their securities 
when general business and industrial con- 
ditions improve. 


SINCLAIR’S RECOVERY 
Attempts of bear operators to depress 


the price of Sinclair Consolidated Oil 
stock below 20, and to keep it there, has 
not been attended with any considerable 
measure of success thus far, for there ap- 
pears to be a good demand for the shares 


on all recessions below the 20 level. This 
is not surprising in view of the growing 
confidence of the investing public in the 
corporation and its shares. It is stated on 
excellent authority that the quick assets 
of the company today are in excess of 
its current liabilities by more than $50,- 
000,000. These quick assets, it is stated, 
are now above $70,000,000. The financial 
position of the company, therefore, is an 
enviable one. Moreover, the company’s 
position in transporting, refining and mar- 
keting, as well as in production, is very 
strong. These factors are well known to 
the investing public, so it is not surpris- 
ing that at times the stock actually ad- 
vances in the face of bear tactics to de- 
press it. 


AMERICAN WOOLEN’S RESISTANCE 


The fact that American Woolen, too, 
shows at times a tendency to advance in 
the face of pronounced weakness else- 
where can be readily explained by the 
decided change for the better that has 
occurred in the woolen industry in the 
last several months. American Woolen’s 
operations in the first quarter of the year 
were comparatively poor, but since March 
there has been steady improvement and 
the plants are now said to be operating 
at somewhat above 90% of capacity. At 
the close of 1920, the company marked 
down its inventories heavily and, early 
this. year wages were cut 22%%. As a 
result the company has been able to name 
rather attractive prices for its summer 
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and fall goods, while orders have been 
coming in so rapidly that the company 
should find no difficulty in maintaining the 
7% dividend on the common stock. 

On December 31, last, the company’s 
net quick assets were over $63,500,000, or 
an amount equivalent to about $59 a share 
for the common stock, after deducting the 
preferred stock at par. In other words, 
the common stock is selling only a few 
dollars a share more than the share value 
f the company’s quick assets alone. 


GOOD BUYING OF RAILROADS 


The fact that the Administration has 
adopted a more favorable policy toward 
the railroads than has been vouchsafed 
them for a decade or more, has prompted 
many far-sighted readers to look for a 
substantial buying movement in the rails 
as soon as general stock market condi- 
tions become more settled. As is well 
known, many of the roads are still in debt 
to the government on obligations accrued 
during the period of federal control. It 
is now said to be the plan of the govern- 
ment to refund these loans into. long-term 
notes. Needless to say, this would meet 
with the fullest concurrence in railroad 
circles, where it is greatly desired to have 
payments of these debts postponed or de- 
ferred. Moreover, the proposed refund- 
ing plan, if carried out, would leave the 
roads sufficient funds to make purchases 
of new equipment and materials for im- 
provements, so that not only the railroad 
industry would be greatly stimulated, but 
the equipment industry, the steel trade 
and other industries, which are more or 
less dependent on the roads for their 
prosperity, would be given a new lease 
of life. On the other hand, there are a 
number of roads to which the govern- 
ment is indebted for large sums. Recent- 
ly it was announced that the Administra- 
tion was considering plans for the liquida- 
tion of this indebtedness and that it was 
proposed to pay off approximately $250,- 
000,000 of it with as little delay as possi- 
ble. Needless to say, payment of the gov- 
ernment’s debt to these roads would great- 
ly stimulate buying of railroad stocks, and 
it is this prospect which probably ac- 
counts for the comparative steadiness of 
the rail list-in recent weak markets. 


LINSEED DIVIDEND PASSED 


The announcement that the directors of 
the American Linseed Co, had decided to 
pass the regular quarterly dividend of 75 
cents due on the common stock at this time 
came as a complete surprise to the finan- 
cial community, as Linseed had not been 
mentioned in the list of possible dividend 
passers which have provided such easy 
targets for the bears since the culmina- 
tion of the Spring rise. In connection 
with the dividend omission it was rumored 
that the proposed merger with the great 
soap manufacturing firm of Lever 
Brothers, of England, had been definitely 
abandoned. It was this project which 
figured so prominently in the bull cam- 
paign of last year, when Linseed common 
was pushed up to 95. Now it is holding 
fairly well around 29. 


FAMOUS PLAYERS-LASKY SHOWING 

The prevailing business and industrial 
depression does not seem to have hit the 
amusement companies anywhere near as 


hard as it has hit the majority of indus- 
tries. This is made quite plain by the 
consolidated statement of the Famous 
Players-Lasky Corporation for the quarter 
ended March 26, last, showing net 
operating profits, after deducting all 
charges and Federal taxes, of $1,519,947, 
equivalent, after allowing for preferred 
dividends, to $6.38 a share on the out- 
standing 206,849 shares of common stock 
of no par value. In the same period last 
year $4.07 a share was earned on the 214,- 
247 shares then outstanding. 





ALLIED PACKERS 


Plan of Readjustment Modified 

The committee on readjustment of 
the Allied Packers, Incorporated, of 
which George W. Davison is _ chair- 
man, has modified the plan of readjust- 
ment dated April 30, 1921. 

The modified plan extends the voting 
rights of the Prior Preference stock, 
limits the authority of the board of 
directors to declare dividends, other 
than the Cumulative 4% dividends upon 
the Prior Preference Stock. It also 
provides for the establishment of a 
sinking fund for the purchase or re- 
demption of the Prior Preference Stock 
and postpones payment of part of the 
7% dividends upon the Preferred Stock 
until after the payment of the partici- 
pating dividends upon the Prior Pref- 
erence Stock. 

After being assured that additional 
deposits would be made when the modi- 
fication was effected, representatives 
of stock of both classes assented to 
the modification, which was made at 
the request of Debenture bond holders. 

The committee states that there is 
now on deposit more than 44% of the 
Debentures, 56% of the Preferred and 
50% of the Common Stock. The time 
for deposit of all classes of securities 
has been extended to July 27. 

The Central Union Trust Company 
of New York is the depositary of the 
committee with First National Bank 
of Philadelphia, Fort Dearborn Trust 
and Savings Bank, Chicago, and First 
National Bank of Boston the sub- 
depositaries. 





WE NEED EUROPE 


“It is high time for us to realize fully 
what the rest of the world, and especially 
Europe, means to this country. We have 
lately put too much emphasis on our help 
to other nations; we need to understand 
that we require their assistance. 

“For the first time, perhaps, our people 
as a whole are beginning to visualize, if 
not completely to comprehend, that eco- 
nomic conditions in Europe have their re- 
actions here, and vice versa; that, conse- 
quently, we must think of Europe in terms 
of American conditions. In brief, we are 
just awakening to the realization that, 
while we did not annex a square foot of 
Europe politically in the war, we annexed, 
almost unwittingly, a large part of that 
continent economically, and find now that 
we cannot withdraw from it, if we would, 
except at the sacrifice of our own pros- 
perity—except, indeed, at the fearful cost 
of great economie loss here. 

“The reactions here of economic dis- 





turbances in Europe are beginning to 
manifest themselves so plainly that every 
element of our body politic—the business 
man, the banker, the manufacturer, the 
farmer and the laborer—cannot fail to 
see and feel them. The most patent and 
perturbing evidence of those reactions is 
the present unemployment in the United 
States, unquestionably due in considerable 
degree to world-wide conditions.—Francis 
H. Sisson. 





FARM CONDITIONS 


Under date of May 26, President F. B. 
Miller, of the Cedar Falls National Bank 
(Iowa), writes to THe MAcaAzIne oF 
Watt Srreer: 

The farmer in the Middle West, 
thanks to “Blue Sky” stock salesmen, 
the automobile and certain farm maga- 
zines, which advised him to hold his grain 
for higher prices, is hard up, and as the 
price for what he buys has not gone 
down in the same proportion as the price 
on what he has to sell, is sore all the 
way through. Up to date, he has not 
liquidated his debts to any extent for he 
is feeding, as far as possible, his low- 
priced corn and small grain to his stock 
which will be put on the market between 
now and the middle of July. And, as the 
price of cattle and hogs is steadily going 
down, he will sell his surplus corn and 
small grain as there will be no big profit 
in holding it for feeding purposes, Un- 
der normal conditions the farmer is 
economical and now that he, with the rest 
of the country, has had his “spree” of 
spending, and realizing that hard times 
are here, is saving in every way possible. 

There is no longer a movement of 
labor from the country to the city; in 
fact there is a steady drift back; so farm 
labor is plentiful and fairly cheap and 
will probably remain so as long as labor 
and housing conditions remain unsatis- 
factory in the cities. In the past, on ac- 
count of practicing the strictest kind of 
economy and on account of working long 
hours, at least 75% of the farmers in the 
Middle West have been financially suc- 
cessful, i. e., they have been able to retire 
from the farm between the ages of fifty 
and sixty with enough property to give 
them a comfortable living. The Middle 
West Farmer realizing, as people in the 
towns and cities do not seem to realize, 
that his prosperity depends upon what he, 
himself, produces, is willing to work long 
hours; and this, together with his willing- 
ness to save in every possible way, makes 
him, even under present conditions, a 
good financial risk and will probably pull 
him out of the financial mire ahead of the 
rest of the country, although he will 
probably have to have two more fair 
crops before he gets back on his feet 
and in the comfortable financial condi- 
tion he was in before the War. 

Money in the rural districts is very 
tight at the present time and while the 
marketing of live stock and grain will 
ease things up somewhat by the middle of 
July, money will remain tight until the 
next crop has been raised and marketed. 
Most of the banks in the small places 
have borrowed up to their limit from 
their correspondents and are making no 
loans to customers except in very small 
amounts. 
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INVEST IN 
the SECURITIES of 
COMPANIES 
Whose Products You Use 


American Book Company 
American Brass Company 
American Hardware Co. 
American Press Ass’n 
American Thermos Bottle Co. 
Atlas Portland Cement Co. 
Babcock & Wilcox 
Bordens Condensed Milk 
Burroughs Adding Machine 
Bucyrus Company 
Brunswick-Balke-Cc llender 
Celluloid Company 
Childs Restaurant 

Colts Patent Fire Arms 
Jos. Dixon Crucible 

Du Pont Chemical 
Douglas Shoe 

Eastman Kodak 

Elgin Watch 

Henry Ford of Canada 
Gillette Safety Razor 
Goodyear Tire 

Geo. P. Ide Collars 
Library Bureau 

Lord & Taylor 
Mergenthaler Linotype 
New Jersey Zinc 

Old Dominion Steamship 
Packard Motor 

Park & Tilford 

Phelps Dodge 

Pyrene 

Procter & Gamble 

Regal Shoe 

Royal Baking Powder 
Shredded Wheat 

Singer Mfg. Co. 

Stetson Hat 
Thompson-Starrett 
Trenton Potteries 

Ward Baking 

Yale & Towne 


Ask for list of current offerings 


Tobey & Kirk 


ESTABLISHED 1873 
Members {ee York Stock Exchange 
of Chicago Stock Exchange 


25 Broap S1.,New York 
Direct Private Wire to 

Cleveland 

Chicago J Detroit 


Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


As the general tendency in a givem trade is but one of the many factors affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as one of many 
factors to be considered before arriving at a conclusion. 





STEEL 











Lower Prices in Prospect 
SENTIMENT in the steel industry is 
highly mixed, with some professing to 
believe that there will be an early re- 
covery, and others seeing no prospect for 
a recovery for a number of months. Gen- 


eral conditions are so involved, however, 
as to make the latter view the more rea- 


sonable of the two. 




















uncertain. 
RUBBER—Large stocks of crude rubber. 
rate 


portant concerns will experience 
ly satisfactory conditions by Fall. 
SHIPPING—Depression continues. More 
ships laid up than for any time in | 
past seven years. Rates are prac- 
tically at bottom, and few companies 
are operating on a profitable basis. 
Little prospect of early change. 
CHEMICALS—Conditions still dull. Con- 
and imports show decline. Dull sum- 
mer anticipated. 
EQUIPMENT—Very little demand. Farm 
machinery a . Small business 





























Conditions within the industry are no 
better than they have been for the past 
few weeks. Independent production is at 
about 15-20% capacity, and the leading in- 
terest is operating at about 30%. The 
national output is about 25% of total 
capacity. 

Competition between the U. S. Steel 
Corporation, the leading independents and 
the smaller units is active. Prices are 
generally lower and the various markets 
give a soft appearance. Consumers are 
reluctant to make commitments, except 
where action is imperative. 

It is believed that the leading interest 
and the more important independents will 
soon announce a further cut in prices, the 
new cut to be about 10-15%, as we un- 
derstand. It is possible that this action will 


OF WALL STREETS STEEL STOCKS’ AVERAGES. 


U.S.STEEL 
CRUCIBLE 


REPVBUC 


be followed by a reduction of wages. It 
is doubtful, however, that the Steel Cor- 
poration will reduce its hourly wage 
schedules, though it may eliminate the 
time and a half for overtime, thereby ef- 
fecting a considerable saving. 

One of the outstanding facts in connec- 
tion with the present status of the steel 
industry is the great decline in exports. 
As shown by the attached table, steel and 
iron exports since the beginning of the 
year have dropped off to the extent of 
about 75%. In fact, steel and iron ex- 
ports are lower than at any time since the 
commencement of the war. This situa- 
tion in a general way is a result of the 
world-wide depression in business. More 
concretely, it is due to a combination of 
the following factors—depreciation in for- 
eign exchange, lack af foreign 
purchasing power and vigorous Eu- 
ropean competition. The latter factor is 
becoming more pronounced as an element 
in the situation. Germany, for example, 
is competing directly with us in the South 
American trade, and Belgium, England 
and France are competing with us in Eu- 
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rope. In the Orient, however, our posi- 
tion is still strategically strong. 

It is very much of a question whether 
the lower price schedule which is in pros- 
ect will result in much new business. 
Consumers would be willing to pay even 
the present comparatively high prices if 
business conditions were good. The re- 
sult of a new and lower price schedule 
may actually be the contrary of what is 
expected, and it may intensify the pres- 
ent atmosphere of hesitation which is so 
predominant in most business circles. 








(gross tons) 
1920 1921 
Imports Exports Imports Exports 

Jan, ....45,796 333,514 17,104 546,102 
Feb, ....82,279 308,846 8,672 394,638 
March ..33,266 449,171 4,505 230,253 
April ...26,082 395,256 4,935 162,793 | 
May ....30,117 418,884 23,316 142,553 
June ....40,540 392,780 = ..... cn neee | 
See ccc GERARD ccccse = ccccse 
Bag. .«c SR RES. GERARD — ss nccce — eeeces 
Sept. ...81,885 $08,605 ..... © «+s... | 
Oot, .c- SOUT GERGTR nccce — ccccce | 
Nov. ...50,905 484,200 = .....  cseuss | 
Dec. ...15,180 499,780 = .....  seeess 
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So far as present conditions suggest, 
the outlook for the next two or three 
months is not bright, speaking generally. 
On the other hand, if the railroads are 
in a position to commence buying heavily 
again, the steel industry would most cer- 
tainly benefit. This, however, is some- 
thing which will be better known a little 
later. 
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Reaction Sets In 


ONDITIONS in the leather and allied 
industries offer a sharp contrast with 
those of a few weeks ago. The slow but 
steady improvement which was visible dur- 
ing the period April-May has given’ way 
to a decided slump and present conditions 
are dull. Prices have declined again, and 
except where certain products are in 
limited supply, concessions are readily ob- 
tainable. 

The leather market is particularly dor- 
mant. Demand from the shoe manufac- 
turing interests has declined, and with 
stocks on hand at a fairly large figure, no 
improvement is expected until the end of 
July, when the manufacturers commence 
working on their Fall and Winter output. 

Manufacture of women’s shoes is much 
more extensive than that of men’s shoes. 
The men are disposed to exert rigorous 
economy in their shoe purchases, whereas 
the women are buying heavily. As a re- 
sult of this situation, a number of manu- 
facturers of men’s footwear have turned 
to the manufacture of women’s shoes, and 
this may possibly result in over-crowding 
this field. 

The hide inquiry is sluggish. Tanners 
and regular buyers are showing little in- 
terest in this market at present. Prac- 
tically all sorts of skins are in the same 
position. Prices are soft and demand 
shows a tendency to fade away. 

Leather glove manufacturing is on a 
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MID-YEAR 


REINVESTMENTS 


Investment Dealers and Banks are experiencing the 
usual midyear demand from investors for sound se- 


curities. 


We suggest during this economic crisis that the 
tested and proved principle of diversification be ad- 
hered to. No reinvestment list should be made up 
which does not include a proportion of United States 
Liberty Bonds. Securities of other Governments will 


also prove attractive. 


We have prepared a typical $5,000 investment in 
foreign currency government bonds which makes a 
selection spreading over five continents, yielding an- 
nually at the present rate of exchange $305.22 and 
giving a speculative opportunity in several currencies. 
These bonds are all the obligations of established gov- 
ernments and a municipality with an enviable credit 


record. 


May we assist you in making up your seasonable 


offerings? 


AMERICAN EXPRESS COMPANY 


65 BROADWAY~ NEW YORK 


sEcURITIES e| SMERICAN 
DEPARTMENT 





2,000 
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Investment Leadership 


What Your American 
Dollar will do in Canada 


Today the American 
Dollar buys $1.14 worth 
of Canadian Securities. 
We are offering to our 
American clients a sea- 
soned Public Utility 
Bond issued by a Com- 
pany serving the lar-. 
gest community in 
Eastern Canada to yield 
the American Investor 
8% for 15 years. 


We have specialized for 
twenty years in Cana- 
dian Securities for the 
American Investor. Let 
us advise you. 


Write for Special Circular No, 112 


Bryant, Isard & Co 


Members: 
Toronto Stock Exchange 
Chicago Board of Trade 


Montreal: 
84-90 St. Francois Xavier St. 


Toronto: 
Canadian Pacific Building 
Private wires to Toronto, New York, Chi- 
cago, Boston and cities of first importance. 


“Investment Bankers since 1899.” 





















NEW 19th 
EDITION 
BOOKLET 


Contains 1920 
Financial 
Statements 


Mailed free ‘on request 





CARL H.PFORZHEIMER & CO. 


Dealers in Standard Oil Securities 
25 Broad Street 
Phones 4860-1-2-3-4 Broad 











fairly active scale. The Gloversville fac- 
tories are expanding their operations, espe- 
cially in the case of manufacturers who 
sell directly to the retail trade. Those 
who sell to the jobbers are not in such 
a good position, as the latter are known 
to be heavily stocked up. 

Exports show a slight tendency to in- 
crease, although the present volume of 
shipments is far below that of the same 
period in recent years. However, it is not 
believed that there will be any important 
improvement in this direction until for- 
eign purchases are stimulated by the ex- 
tension of long-term credits abroad. 

One of the main factors holding up 
progress in the leather and shoe indus- 
tries is that prices to the ultimate con- 
sumer, while reduced from last year’s high 
levels, are still sufficiently high to cause 
a policy of extreme conservatism. Shoe 
prices, on the whole, are still out of line 
with many other products. Retail prices 
have come down about 20-25%, but con- 
sidering the great rise in the price of 
shoes since 1914, present costs are still 
out of proportion. Further, the purchas- 
ing power of the country has been cur- 
tailed, and with several millions out of 
work, the amount of shoes going into 
consumption is relatively on the decline. 
This is shown by the poor condition of 
the men’s footwear trade. 

The industry will probably continue to 
have alternate periods of activity and quiet 
until general business conditions are sta- 
bilized. Compared with other industries, 
it is true that the leather industry and its 
associates do not form such an unfavor- 
able comparison, but even the most favor- 
able prospects for the year do not lead to 
the conclusion that the earnings of com- 
panies engaged in these trades will be 
satisfactory. 
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Government Aid 


O NE of the most important news de- 

velepments coming out of Wash- 
ington recently is to the effect that exec- 
utive action will be taken assuring the 
refunding of the debt due to the Govern- 
ment by the carriers for a period of ten 
years, and the immediate payment of about 
$250,000,000 now held by the Treasury 
for payment to the roads of the debt due 
them by the Government. It is obvious 
that the actual putting into effect of this 
proposal would greatly alter the financial 
condition of the railroads. 

The proposal has been approved by the 
majority of the members of the Interstate 
Commerce Commission and by some of the 
Senators interested in railroad affairs. It 
is also understood that the President him- 
self is not unfavorable to the idea. 

One of the primary results of the new 
financing would be to obviate the necessity 
of individual financing on the part of some 
roads now considering such a step. Addi- 
tionally, it would provide the funds with 
which to rehabilitate the physical condi- 
tion of the carriers and thereby it would 
help the equipment companies, who in turn 
would be able to renew their purchases 
of steel and other material. In short, it 
might prove the initial step of a genuine 
recovery in business affairs. However, 
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Readjustment 


of 
ALLIED PACKERS 


INCORPORATED 


Notice is hereby given that 
the undersigned Committee has 
modified the. Plan dated April 
30, 1921, and has caused a 
statement of such modification 
dated July 1, 1921, to be filed 
with CENTRAL UNION 
TRUST COMPANY OF 
NEW YORK, the Depositary, 
and with FIRST NATIONAL 
BANK OF  =PHILADEL- 
PHIA, FORT DEARBORN 
TRUST AND SAVINGS 
BANK OF CHICAGO, and 
FIRST NATIONAL BANK 
OF BOSTON, the Sub-De- 
positaries. Holders of Certifi- 
cates of Deposit will be irrev- 
ocably bound and concluded by 
such modification unless they 
exercise their right of with- 
drawal within the period and 
otherwise as provided in said 
Plan and Agreement dated 
April 30, 1921. Holders of 
Certificates of Deposit exercis- 
ing such right of withdrawal 
shall not thereafter be entitled 
to ~ rights or benefits under 
said Plan and Agreement. 


The Modification of the Plan 
extends the voting rights of the 
Prior Preference Stock, limits 
the authority of the board of 
directors to declare dividends, 
other than the cumulative 4% 
dividend upon the Prior Pref- 
erence Stock, provides for the 
establishment of a sinking fund 
for the purchase or redemption 
of the Prior Preference Stock 
and postpones payment of part 
of the 7% dividends upon the 
Preferred Stock until after the 
payment of the participating 
dividend upon the Prior Pref- 
erence Stock. Copies of such 
Modification and of the Plan 
and Agreement of Readjust- 
ment as so modified may be 
obtained from the Depositary 
and the Sub-Depositaries, or 
from the Secretary of the Com- 
mittee, and all persons inter- 
ested are referred to the same 
for a full and accurate state- 
ment of the contents thereof. 

The modification of the Plan has 
been made at the request. of the rep- 
resentatives of holders of Deben- 
tures, with the assent of the repre- 
sentatives of stock of both classes 
and upon assurances that additional 
deposits would be made if and when 
such modification was effected. 
There is now on deposit. more than 
44% of the Debentures, more than 
56% of the Preferred Stock, and 
more than 50% of the Common Stock. 

The time for deposit of all classes 
of securities has been extended until 


the close of business on JULY 27, 
1921. 


Dated, New York, July 5, 1921. 


GEORGE W. DAVISON, Chairman 
CLIFTON H. DWINNELL 

AMES G. FENHAGEN 

OHN FLETCHER 


Ww 
EDWIN C. LEWIS Committee 


C. E. Sigler, Secretary, 
80 Broadway, N. Y. City. 






































the proposal is merely tentative and can- 
not be considered an active factor in the 
present situation. 

Aside from this there are several other 
features of promise to the railroads. One 
is the extension of the 12% wage cut to 
practically all Class 1 railroads in the 
couftry and the other is the slowly in- 
creasing traffic movement. 
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There is little doubt that the carriers 
have seen the worst of the traffic depres- 
sion. Since last month, the traffic move- 
ment has increased steadily. Correspond- 
ingly the number of idle cars has been 
considerably reduced. 

Earnings, of course, have reflected the 
improvement in traffic. Also economies in 
operation have contributed to the better 
earnings. 
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(THE equipment situation is still bad, 

reflecting the unfavorable finan- 
cial position of the railroads. Orders for 
locomotives (see graph) have shrunk to 
the smallest number since 1900. Freight 
and passenger car orders have also de- 
clined very considerably. 

Equipment companies are mainly en- 
gaged in repair work. The percentage of 
bad order cars is very large, and some of 
the larger transportation companies have 
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What Is the 
Canadian Situation? 


What is the ratio of total deposits to loans and 
investments? Will the credit situation improve 
this Summer? How does it affect the investor? 


Are industrial stocks a buy at present prices? To 
what extent do they reflect trade conditions? 


The tendencies of the Canadian Market and the 
outlook for trade, which provide the answers to 
these questions, are clearly indicated in the July 
number of Greenshields’ Monthly Review. 


Write for a copy today. 


Greenshields & Co. 


Investment Bankers 
17-A St. John Street, Montreal 


Toronto 





CANADA 


for Investment 


The rich natural endow- 
ment of Canada in raw ma- 
terials, and her growing 
desire to manufacture 
these raw materials into 
finished products at home, 
are creating many attrac- 
tive opportunities for the 
investor. 
The industries that are 
growing up now will one 
day be among the greatest 
on the continent. They 
have rich soil to grow in. 
Many of them have already 
begun to earn handsome 
profits for investors. 
The United States investor 
should not neglect to in- 
vestigate the Canadian 
field. 
We are prepared to furnish full and 
reliable information and to render 


prompt service in all classes of 
{ Canadian Investments. 


Grahiam. Sanson é (a 


LIMITED 
INVESTMENT BANKERS 
TORONTO, CANADA 


Ottawa ; 











‘T HE investor of today has 

a wider range of bonds 
to chose from than ever be- 
fore. 


The safest of these is the 
Municipal 
Bond 


United States issues 
yielding 


5% to 6%4% 


Canadian issues yielding 


7% to 82% 





Offerings upon request 
for Circular MW-16 
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WADDELL 
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What Is 
Life Worth? 


Not alone to you—but to your wife 
and loved ones—to your business and your 
associates? Priceless! And yet are you 
giving it the attention you give your busi- 
ness or even your car—inanimate things, 
that should you lose them, time and money 
could replace? 


To the preservation and operation of 
your business you give your best care and 
talent, calling in expert assistance when 
needed. - Your car gets ample time and at- 
tention and frequently goes to mechanical 
experts for inspection. “Necessary,” you 
say, “If my business is to give me the best 
returns or my car afford me the greatest 
possible pleasure and service.” 


Quite true! But why not apply the 
same common sense plan to your greatest 
asset of all—your health—the gauge of life 
itself? 


Knowledge Safeguards You 


Seven men out of every ten die of conditions 
that might have been avoided had they been 
known in time. What assurance have YOU 
that. you may not be one of them at any 
time? To know your physical condition is 
to be prepared. 


The Test That Never Fails 


Your kidneys tell an interesting story of 
your bodily condition because the blood of 
the entire body must pass through them 
every seven minutes. Our plan keeps be- 
fore you at all times this story that the kid- 
neys tell and enables you to take the neces- 
sary steps to preserve vitality and health. 
Yet, te be free of worry and. uncertainty re- 
garding your physical condition takes but 
four minutes of your time a year. 


Leading Men and 
Business Organizations 
Use This Service 


Because the man who is a real doer and 
leader must be physically fit to meet the 
big demands made upon him, this plan that 
we want to tell you about, has been used 
by the following firms, officials or em- 
ployees, as well as thousands of others for 
many years: 


Armear & (Co. F. W. Woolworth & Co. 
Ford Motor Co. Sears, Roebuck & Co. 
Liggett & Myers Tob. Co. Willys-Overiand Co. 

Standard Oil Co. Wm. Wrigley, Ir. Co. 


Get Our Free Booklet 


“Why People Die Too 
Young” is an inter- 
esting little booklet 


full of vitally impor- 
tant facts that you 
should know. It tells 


De you how for less 
Too than 5 cents a day 
you can keep your 
Yours, physical and mental 
machinery in the best 
possible working con- 
dition and possibly 
add many years to 
your life. Send for 


~~ YOUR ~™ 





this booklet today. 
It places you under 
no obligation. 


y Wittt"'National Bureau of Analysis!!! 








Dept. M-W-7 Republican Bl Chicago 
Frank G. Soule, ‘ounder 
‘ou may send me without obligation, your 
booklet “Why le Die Too Young,” to- 
peter with your four minutes a year plan 
or better health and longer life. 
BEEN aus én cacdenecanudeudée seebeaeose eeee 
epee naan die naneian nants 
CI ccckncekvaandes GG ai Katlavaad ‘ 


made inquiries for the cost of an extensive 
rehabilitation campaign. 

Despite the increasing amount of re- 
pair work the equipment companies have 
barely enough work to engage them more 
than 40-50% capacity, if that much. Be- 
fore these companies acquire much new 
business, the railroads will have to be 
properly financed, and it is for that rea- 
son that the proposed Government aid to 
the carriers is of such importance. With- 
out it, the railroads and the equipments 
probably face an unfavorable period. 
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Conditions Still Depressed 

Mee chemical industry is under the in- 

fluence of the factors affecting most 
business lines and correspondingly gives 
a rather unfavorable impression. There 
are so many branches to this industry, 
however, that it would be difficult to make 
a statement covering all. Nevertheless, 
it appears that the majority are under the 
influence of unfavorable forces and that 
the outlook for the industry, as a whole, 
remains somewhat uncertain. 
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The industrial chemical market is quiet 
and consumers are not disposed to antici- 
pate their requirements. As a result, the 
buying is confined to small quantities for 
immediate delivery. Prices are fairly 
steady, however, and the feeling is that 
the bottom has been reached at least tem- 
porarily. Exports are on a modest scale 
and are not likely to improve under pres- 
ent conditions. Fertilizer chemicals, of 
course, are very slow owing to the re- 
luctance of the farmers to make any but 
the most imperative expenditures. This 
particular branch of the industry un- 
doubtedly faces at least another half-year 
of depression. 

Business in drugs and fine chemicals is 
slow. Inquiries for drugs seem to be im- 
proving, but this is not resulting in actual 
business of any consequence. Despite the 
lower price level, as compared with that 
of several months ago, consumers are just 
as reluctant to engage in any commit- 
ments beyond those of the most urgent 
character. Exports in this line are also 
unsatisfactory. There have been no re- 


cent developments of importance with re- 
gard to prices, but the trend may still 
be considered downward, as evidenced by 
the numerous concessions where business 
can be obtained. 

Tanning extracts are dull owing to the 
late reaction in the leather trade. De- 
pression in hides and leather continues 
and with stocks as ample as they are, no 
important buying movement is looked for 
for some time. Under the circumstances, 
it is not likely that conditions with regard 
to tanning extracts will change radically 
within the near future. 

The dyestuff industry is comparatively 
quiet, although certain branches are profit- 
ing from the extension of activity in the 
textile industry. Natural dyestuffs are 
dull and are meeting with some competi- 
tion from the synthetic product. This is 
a growing tendency and may become ‘an 
important factor in the future. Prices for 
intermediates are holding their own, on 
account of the improvement in textiles. 
The demand fof colors remains fairly 
active and will probably continue so for 
some time. Coal-tar dyes are also in a 
better position on account of the increased 
demand from textile interests. 





RUBBER 











Unfavorable Conditions Continue 


With crude rubber down to 10-14 
cents a pound, according to the 
grade, the crude rubber market is in a 
deplorable condition. At these levels the 
commodity is selling at about one-half the 
cost of production. From a price view- 
point, liquidation has been complete, but 
from a statistical viewpoint this is not the 
case. The world surplus of crude rubber 
is still very heavy, and with consumption 
at present low levels very little progress 
has been made in the past few months of 
reducing this surplus. The plain fact of 
the matter is that there is practically no 
demand for crude rubber and that the 
prospects of stimulating such a demand in 
the near future are extremely remote. 

Practically all the rubber interests are 
affected by the present situation. The new 
decline in demand has resulted in curtail- 
ment of operations and a period of re- 
trenchment is in sight. Working forces 
are being reduced and a resumption of 
four- or five-day weekly schedules is in 
prospect. 

Tire production is on a scale below that 
of several weeks ago. This is due to the 
curtailment of automobile production 
which came into evidence with the begin- 
ning of June. Inasmuch as demand for 
original tire equipment arising from auto- 
mobile production is a big factor in the 
tire business, the slump in automobile man- 
ufacture must be considered an unfavor- 
able development. 

Reductions in the price of tires has 
failed to stimulate business to the degree 
expected. Competition is very keen and 
the public is taking advantage of the situ- 
ation. -As an important element in the 
situation, it should be remembered that 
the tire factories have increased their ca- 
pacity from three to five times and that 
under present circumstances there is no 
use for the additional plant facilities. 
Furthermore, the heavy drop in crude rub- 
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ber prices since the beginning of the year 
will necessitate the extensive writing-off 
of inventories. 

The mechanical rubber trade is not in 
a good position. The industrial break- 
down, particularly in the mining industry 
and other large users of rubber appliances, 
has shut off a very important market. 
Railroad buying, of course, is light, al- 
though the recent improvement in traffic 
and earnings suggests that later on in the 
year there may be a change for the better. 

Under present conditions, the rubber 
and tire interests cannot make any money. 
They are still heavily stocked with crude 
and finished rubber supplies and it hardly 
appears probable that much progress 
along the Jine of reducing inventories can 
be made before the end of the year. To- 
gether with the losses incurred by in- 
ventory shrinkage, the falling off in busi- 
ness, both with regard to quantity and 
value, is bound to result unfavorably on 
the year’s earnings of most companies. 
The dividend position of the biggest rub- 
ber interests is insecure, and it is believed 
that by the end of the year the list of rub- 
ber and tire companies that have either 
passed or reduced dividends will be a long 


one. 





SHIPPING 








No Improvement in Sight 


HE shipping industry continues in a 
marked state of depression. Ships 
are steadily being driven out of service 
on most routes on account of the un- 
profitable operating conditions. Foreign 
conditions are unfavorable, and with the 
channels of trade clogged up, the brunt 
of the situation falls directly on the ship- 
ping interests. 

Since last year, ocean rates have de- 
clined almost perpendicularly. There have 
been some exceptions, notably the French 
lines, which have recently insisted on a 
10 to 15% increase. However, in face of 
the general movement, the French increase 
is not of great importance. 

At the same time that rates were cut, 
wages were also cut. Additionally, the 
cost of fuel has declined and other neces- 
sary material is now cheaper. This spells 
a lower operating cost for the shipping 
companies. Nevertheless, it is not suf- 
ficient to offset the great loss in revenue. 
The consequence is that most ships in the 
freight-carrying business are not making 
money today. 

The labor situation in the shipping in- 
dustry is deplorable. There are vastly too 
many men for the available jobs and un- 
employment in this industry is at the high- 
est figure in many years. 

At the present moment, the U. S. Ship- 
ping Board has more than 600 steamers 
laid up, with only the most efficient ves- 
sels in operation. The English coal strike 
“was a life-saver for many ships. The 
coal chartering trade has been very active 
on this account and rates have been ad- 
vanced several times, with the Shipping 
Board taking the lead. With the coal 
strike over, however, the ships now em- 
ployed in the coal-carrying trade will be 
without jobs again. 

Lines engaged in South American trade 
are not particularly prosperous. South 
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LL you pay for in a 

Kelly-Springfield tire 
is mileage. The sense of 
security that comes with it 
is thrown in gratis. 











JULY INVESTMENTS 


Our July Bond Circular con- 
tains a selected list of invest- 
ment suggestions diversified 
as to type and maturity and 
yielding from 4.90% to 


8.88%. 


Ask for Circular “T.55” 


HORNBLOWER & WEEKS 


42 Broadway, New York City 


Boston Chicago 
Providence 


(Established 1888) 


Portland 


Detroit 











MORE THAN 
40,000 PERSONS 


USE «CATELLITE” 


TYPEWRITER 
STANDS 


Because 
they save 
space, and 
increase 
efficiency 
wherever 
typewriters 
are used. 


“Satellite” 
Stands are 
portable and 
adjustable. 
The keyboard 
of the 
typewriter is 
always at 
the exact 
height desired 
by the typist. 
Thus more 
work is 
accomplished 
with less 
fatigue. 


Construction 


Made entirely of metal, with metal or wood top as 
desired. a used in connection with a 


Adjustable Table Co. 








GRAND RAPIDS, MICHIGAN 





Check The Books That 
Interest You 


and we shall be glad to send you 
complete information regarding them. 





Stocks and Their Market Places 
A reference book explaining classes 
and types of stock, etc. 


Municipal and Corporation Bonds 
This book gives an intelligent un- 
derstanding of the various types of 
bonds and their merits. 


Tax Exempt and Taxable Securities 
Explains the laws of 10 states regard- 
ing taxation of securities. 











Consolidated Tables of Bond Values 
Showing yields from 2.90 to 15%. 
Five standard books combined in one. 








These are only a few of the books we b- 
lish covering every phase of finance. 
plete catalogue on request. Just clip this out. 


Financial Publishing Co. 
“Service Books of Finance” 


Controlling the 
Montgomery Rollins Publications 


17 Joy Street Boston, Mass. 








Columbia’s Oil Developments 
discussed in current issue of 
Securities Suggestions 
Free on request 


RC. Mecarcec&Co. 


27 Pine Street, New 











American countries are in bad shape finan- 
cially and commercially and are doing 
very little buying or selling. The result 
is that the ships engaged in this trade 
have little traffic to carry and that they 
are either losing money or else barely 
breaking out even. 

A recovery in the shipping industry is 
dependent on a recovery in international 
trade. Foreign markets, however, are in 
a depressed condition. Parts of the world 
with surpluses for export are unable to 
sell their goods because other parts of 
the world which need these goods are 
unable to pay for them. If some means 
could be found of moving these goods 
from the full to the empty places, there 
would be a miraculous revival in interna- 
tional trade. Thus far, however, the dif- 
ficulties have seemed insurmountable and 
the situation is becoming chronic. In the 
meantime the shipping companies are suf- 
fering from a dearth of business and lit- 
tle by little are edging toward financial 
hardship. 

If a final recovery in international trade 
is to depend on natural economic law, it 
will obviously take a considerable period, 
possibly extending over a number of years, 
before such a point can be reached. This 
means prolongation of the present distress 
amorg the shipping concerns beyond a 
point where few of them, except the 
strongest, will be left to survive. What 
is needed is a strong and efficient credit 
policy that will permit the free flow of 
goods between the various parts of the 
world. If such a policy can be put into 
efficient operation, the shipping industry 
will return to at least a moderate plane 
of activity. 





BOND PRICES STEADY 
(Continued from page 315) 











prominent New York City office buildings. 
Should the company dispose of any of 
these buildings or of any of its real estate 
holdings, the proceeds would of course be 
available for the retirement of the deben- 
ture bonds, thus enhancing their -value. 
With all these favorable factors surround- 
ing them and with only three years to run 
to maturity, the bonds at the prevailing 
level are undeniably cheap. 


Mexican Petroleum’s Bonds 


In strong contrast to the Realty 5s, the 
Mexican Petroleum 8s, due in 1936, a re- 
cently floated issue, had an abrupt sinking 
spell which carried the price down some 
five points. This move was largely in 
sympathy with the sharp decline in the 
price of the company’s shares, which fol- 
lowed the many baseless rumors that had 
been circulated around the Street as to 
the unsatisfactory condition of the com- 
pany’s affairs. These rumors have since 
been denied with the result that there has 
been a sharp recovery in the price of the 
shares. The bonds, however, up to the 
present time have failed to recover the lost 
ground. For that reason it is thought ad- 
visable to comment upon them here, since 
the fall in their price has in no way been 
connected with a faulty underlying position. 
At their present price they are worthy of 
careful consideration by the investor who 
desires a sound security and at the same 














The Oil Business Runs On 


Its Own Power. 


Do You Want to Get Into 


the Oil Business? 


If You Do, I Can Help You 
Get Into Business Right. 


I have a plan whereby an in- 
dividual or a group of individuals 
can invest $1,000 to $10,000 in 
such a way that the speculation 
and gamble of ordinary “wildcat” 
propositions are eliminated, and 
satisfactory returns on invest- 
ments are assured to as complete 
a degree as it is possible to ac- 
complish in human activities. 


Every detail will be fully ex- 
plained and questions will be 
cheerfully answered to the satis- 
faction of the inquirer, with ref- 
erences as to reliability, by ad- 
dressing 


H. L. WOOD, 
42 BROADWAY, NEW YORK 
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time wishes a bond with good speculative 
features, 

These bonds were brought out last April 
at a price of 98. Shortly after their issu- 
ance they crossed 99. But the condition of 
the bond market since they were brought 
out did “not permit of their thorough ab- 
sorption by investors, so that when the 
break in the stock came, it was followed 
by liquidation of bonds by weak holders. 
They are now obtainable on a yield basis 
of more than 834%, which is entirely out 
of line with their many investment quali- 
ties. There are only $10,000,000 of the 
bonds outstanding, this issue constituting 
the only funded debt of the company. 
The total outstanding amount is less than 
the company’s net income after deprecia- 
tion for the 1920 year and is just about 
covered by the working capital available 
at the close of last year. The bonds. bear 
the guarantee as to both principal and in- 
terest of the Pan American Petroleum 
and Transport Company, which controls 
through ownership about 71% of the out- 
tanding Mexican Petroleum stock. 

As to the present position of the bonds 
t is only necessary to call attention to the 
tatement recently issued by the syndicate 
managers of the issue in connection with 
the decline of the bonds. This statement 
lisclosed that on May 1 last the company 
had on hand quick current assets of $29,- 
000,000, of which nearly $12,000,000 was 
cash, and that current liabilities including 
reserves for taxes and contingencies were 
less than $12,000,000. A conservative esti- 
mate places net earnings after taxes for 
the present calendar year at over $22,000,- 
000, of which only $530,000 is necessary 
for interest this year. In view of these 
large earnings and the strong financial 
condition there seems nothing to lose 
and everything to gain by buying the 
bonds at the prevailing figure. 

The bonds have a strong sinking fund 
surrounding them and in addition have a 
conversion privilege into the company’s 
stock which should ultimately prove of 
considerable value to the holders. A price 
of considerably above par seems entirely 
justified for these bonds on their many 
merits. 











































The Decline in Cuba Cane Debentures 


One of the most abrupt declines that has 
occurred recently in any of the industrial 
issues took place in the Cuba Cane Sugar 
convertible deBenture 7s, due in 1930. In 
the early part of June, just previous to 
the passing of the dividend on the pre- 
ferred shares of this company, these bonds 
were selling at around 80. Following the 
announcement of the passed dividend the 
bonds suffered an immediate loss of five 
points and subsequently declined some ten 
points more. The additional decline was 
occasioned by the rumor that the company 
would not pay the interest on the issue due 
on July 1. The statement that the interest 
was on hand and would be paid stayed the 
decline, but the action of the bonds since 
has not been entirely reassuring. 

There is no doubt but that the company 
has lost considerable money recently as a 
result of the decline in the price of raw 
sugar and this situation has naturally 
shaken the confidence of investors in the 
bonds. Those who bought the issue in 
January 1920, when it was brought out 
at par, are now confronted with a serious 



























































Coming in the Next Issue of 
The Magazine of Wall Street 


“The Future of the Motor Stocks” 


by E. D. KING 


A new feature in the Magazine of Wall Street is its broad 
analysis of existing conditions in an industry as applied to the 
securities affected. In this issue we present the Oil Industry 
by H. L. Wood showing the probable effect of conditions on 
the important oil stocks. The July 23rd issue will contain a 
valuable article analyzing the motor industry and its 
securities. 
A Survey of the Industry 

In the article on the future of the motor stocks, E. D. King 
has surveyed the motor industry from all angles. Considera- 
tion is given to every factor affecting the present and future 
of the industry as a whole. 


Companies Analyzed 


All the following companies are presented so that the inves- 
tor may determine whether to buy, sell, hold or switch his 
stocks in these companies. 


STUDEBAKER GENERAL MOTORS 
CHANDLER PIERCE ARROW 

HUPP MOTORS INTERNATIONAL MOTORS 
WILLYS-OVERLAND REPUBLIC MOTOR 

SAXON MOTOR WHITE MOTORS 


Other important articles besides our regular features which will also appear in the 
iy 9th issue include “Crisis and Depressions as Applied to the Present,” by Richard 
oadley Tingeley, the well-known economist; an analysis of the Whalen Stocks, in- 
cluding Tobacco Products, United Retail Stores, United Profit Sharing, United Cigar 
Stores and Riker Hegeman; A Review of the Bond Market; and the Bond Buyer's 
Guide, which will list and grade the important railroad and government bonds, 


Use the blank below to insure 
receiving the July 23rd issue. 




















Gentiemen: Enclosed find $7.50, for which please enter my subscription for 
a full year (26 issues) to the Magazine of Wall Street beginning with the 
July 23rd issue. 














The Factor 
of Safety 


In times like these the 
factor of safety is by far 
the most important con- 
sideration of every true 
investor. The promise 
of excessive profit no 
longer appeals to him. 
His chief aim now is to 
have his capital con- 
served and his interest 
punctually paid. 


Our circular Conservative 
Investments contains nu- 
merous suggestions for 
the investor whose first 
consideration is the Fac- 
tor of Safety. 


Write for Circular No. 754 


Spencer Trask & Co. 
25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 

















Tracing 
Industrial Profits 
1914-1920 


UR fifth annual 
analysis of the 
progress of fourteen 
representative com- 
panies since 1914 is 
now ready. 


The current edition should 

prove of especial interest to 

holders of industrial stocks 

as it indicates definitely the 

causes underlying the recent 

drastic shrinkage in prices. 
Ask for MW-17 


NEWBURGER 


HENDERSON 
é& LOEB 


Members of New York and Philadelphia 
Stock Exchanges 


100 Broadway, New York 
PHONE RECTOR 7060 








loss and there is not much encouragement 
to be derived from the action of the bonds 
in the market. Trade authorities figure 
that the present average cost of produc- 
tion in Cuba is about 1% cents a pound 
or more above the net selling price, so that 
the earnings outlook of the company under 
present conditions is somewhat uncertain. 
The conservation of cash, however, made 
possible by the passing of the dividend, is 
a step in the right direction and reacts to 
the benefit of the bond holders. 





WHY FARMERS ARE ORGANIZING 
(Continued from page 309) 








West. None of these efforts proved to be 
panaceas, as none of them naturally could 
be, and, as in every other undertaking, 
their success depended mostly on their 
management. But they have grown in 
number and volume of business and seem 
to hold their place in the economic world. 

The growers of the two great cash crops 
of this country, wheat and cotton, are es- 
pecially concerned that they do not repeat 
their tragic experiences of the past twelve- 
months and have consequently formulated 
many and various plans to prevent, if pos- 
sible, another such catastrophe. One of the 
best considered, as affecting grain, espe- 
cially wheat, has in its thought something 
after the following fashion: A nation- 
wide co-operative association which 
shall control and direct every opera- 
tion in the handling of harvested grain 
from the time it leaves the farm till it 
reaches the mill or is loaded on the 
ship for export. All of this with the 
idea of finding out what economies can 
be made in the processes of distribu- 
tion. The argument is that any reduc- 
tion in the cost of distribution must 
inure equally to the’ benefit of the 
consumer as well as to the farmer. 

One feature is to prevent the grain com- 
ing on to the market in a great flood, as 
it does within 90 days after the harvest, 
thus unduly reducing prices. The effort 
now is to have it come in respense to a 
natural demand and thus prevent that un- 
warranted fluctuation in prices which has 
become one of the features of marketing 
grain. 

Opposition to Margin Trading 

There is of course profound opposition 
to the buying and selling of grain futures 
on margin, and the intent to control this 
by making such deals relate only to actual 
commodities. There is a distinct dis- 
claimer of any desire or intention to 
control prices artificially in any fashion 
whatsoever, either by limiting produc- 
tion or fixing prices. 

Pooling products is purely voluntary, 
though an important pooling arrangement 
must be that of the grain (wheat) de- 
signed for export. This point does not 
seem to be clearly set forth in official 
form but it is the crux of the entire propo- 
sition. It is well known that the price of 
wheat is determined, as much, if not more, 
by international than national competition. 
Consequently, the surplus which we always 
have for export more often than not sets 
the price for the domestic product. This 
is why protective tariffs on wheat are of 








To Lay Your Founda- 
tion for Investing 


READ THESE 
BOOKS 


Those interested in successful in- 
vesting must first lay a sound 
foundation by a thorough under- 
standing of the basic principles in- 
volved. 


(1) Financial Statements 
Made Plain—by E. A. Sali- 
ers. 

A conservative book giving 

a solid foundation for the 

analysis of financial state- 

ments. (Price $1.31.) 


(2) How to Read the Finan- 
cial Page—by Scribner 
Browne. 

Correct interpretation of 
the financial page in the daily 
newspapers. (‘Price $1.31.) 


(3) The A B C of Bond Buy- 
ing—by G. C. Selden. 
How to buy bonds that are 

safe, bring a good yield and 

are in a position for price ap- 
preciation. (Price $2.10.) 


(4) What Every Investor 
Ought to Know—by Robert 
L. Smitley. : 

A handy volume answering 
hundreds of questions on 


every form of investment. 
(Price $1.31.) 


(5) A Century of Prices—by 
Ex-Senator Theo. E. Bur- 
ton and G. C. Selden. 


An examination of eco- 
nomic and financial condi- 
tions as reflected in prices, 
and money rates during the 
past 100 years, with a view to 
establishing general princi- 
ples which may aid in inter- 
preting the present and future. 
(Price $2.10.) 
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New Bond Issues 


Financing About Evenly Distributed 


EW financing accomplished during 

the period covered by this review 

has been fairly well diversified, the issues 

being more evenly distributed over the 

four classes than has been the case for 

some time past. There have been no par- 

ticularly large issues, most of the require- 

ments ranging from $3,000,000 to #,- 
000,000. 

Municipalities have been rather active 
in the market, several important States 
and Cities having sold bonds. The City 
of Chicago, for instance, sold a fair sized 
block of 4s maturing serially, from 1922 
to 1928, on a 6% basis. City of Birming- 
ham also placed some School District 5s 
on a similar basis. An $8,000,000 State 
of Pennsylvania 5% issue was offered to 
investors on a 4.94% basis as compared 
with a 4.70% basis for the recent New 
York State issue. 

The yield basis on industrial issues still 
continues high, with the average well over 
8%. The maturity dates on these bonds 
continue to run about twenty years and 
the coupon rates on the same are usually 
8%. Two public utility bonds of impor- 
tance were offered, the basis being in the 
neighborhood of 74%. No railroad financ- 
ing of any importance was accomplished. 

Details of some of the 


The bonds are safeguarded by a cumu- 
lative semi-annual sinking fund, com- 
mencing October 1, 1923, which it.is esti- 
mated will retire the entire issue before 
the maturity date in 1941. The Van 
Camp business was established some 60 
years ago and its products command a 
national market. The business consti- 
tutes an essential industry and its con- 
tinued success seems assured. 

The bonds were offered to investors 
at 99 to yield about 8.10%. Within the 
next few years they should sell well above 
par. 


CONSOLIDATED TEXTILE TWENTY- 
YEAR 8s 


These bonds are part of an authorized 
issue of $5,000,000 of which $3,500,000 
are now being offered. They are secured 
by a first mortgage on the real estate, 
plants and equipment directly owned by 
the company including the Windsor 
Print Works, These properties are car- 
ried on the company’s books at approxi- 
mately $10,000,000. The balance sheet at 
the close of last year shows net tangible 
assets of over $28,000,000. Net earnings 
over the past four years have averaged 
$2,305,000 per year, as compared with in- 
terest charges on this issue of only $280,- 
000. Beginning March 1, 1922, a sinking 


power. 

The offering price of the bonds was 
99 on a yield basis of 8.10% if held to 
maturity. The bonds have an attractive 
conversion privilege attached to them 
which should in time prove of some value. 
This feature added to the other strong 
points entitles them to a good rating among 
investors.—vol, 28, p. 23. 


DOMINICAN REPUBLIC FOUR- 
YEAR 8s 


This $2,500,000 issue has been approved 
by the United States Government under 
the terms of the American Dominican con- 
vention of 1907 and by the United States 
Military Government of Santo Domingo. 
The bonds are secured by a charge upon 
the customs and other revenues of the 
Republic, subject to existing charges and 
expenses of collection. The Republic’s 
total customs and other revenues for the 
five years January 1, 1916 to December 
31, 1920, average annually $7,374,984. The 
total amount required for the interest and 
fixed sinking fund of the 5% loans of 
1908 and 1918 and of the present loan 
is approximately $2,350,000 per annum. 
The proceeds of this loan are to be used 
mainly for the completion of essential 
public works consisting of roads, port im- 
provements, schools, etc., and in part for 
the retirement of certificates 
of indebtedness. The work 








more important issues fol- 
low. 


VAN CAMP PACKING 


$8,000,000 

TWENTY-Y<AR 8s 7'989.000 
This issue of bonds con- cna 
stitutes a sound industrial 1,000,988 
investment security. Only Soeoee 


one-half of the authorized 
amount of bonds has been 
issued at this time. They 


are secured by mortgage on on 
all the fixed assets of the 3,000,000 
company, including lands, 
buildings, machinery and 
equipment and also its 3,000,000 
formulas, trade-marks, 
brands and good-will, con- 8,008,600 
stituting the only funded 
debt of the company. Fixed 
assets covered by the mort- 3,500,000 
gage, based on a sound ap- 2,500,000 


praisal, are equivalent to 








GOVERNMENT—STATE—MUNICIPAL 
Issue Due Price 


Commonw’th of Penna, 5s.. 1951 101 
City of Chicago 4s........ . 1922 to 28 
Dominican Republic 8s .... 1925 100 8.9 
City of Richmond 4%s-5s... 1931 to 35 ... 5.87 
City of Birm’h’m- School 5s.. 1950 86.50 
Seattle School Dist. @s...... 1924 to 61 6. 
St. Louis County, Minn. 5s. 1931 94.92 
INDUSTRIAL 
Furnace Ist, 8s ..... 926 991, 
Consolidated Textile Ist. 8s. 1941 99 
Van Camp Packing Ist. &s.. 1941 99 
RAILROAD 
Minneapolis, St. Paul & 
Sault Ste. Marie 7s;...... 1922 99 
Kansas City Term, Ry. 6%s 1931 96.44 
PUBLIC UTILITY 
Les Angeles > & Elec 
Gen. & Ref. 7s........... 1931 97.50 
Ala. Power ist. % Ref. @s. 1951 84.75 


will be done under the su- 
pervision of American en- 
gineers; and such portion 
of the loan as is used for 
the purchase of supplies 
and equipment will be 
spent in the United States. 

The offering price of the 
bonds was par, yielding (ac- 
cording to date of redemp- 
tion) from 18.91%, if drawn 
on December 1, 1921, to 
9.07%, if paid at maturity, 
June 1, 1925. The bonds 
are to have a sinking fund 
sufficient to retire each year 
at least one-quarter of the 
total amount of bonds at 
105. Bonds are to be drawn 
by lot semi-annually for pay- 
ment at 105 and interest on 
each interest date, beginning 
December 1, 1921. All bonds 
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more than double the out- 
standing amount of bonds, 
while total net assets, excluding good-will 
and other intangibles, have a value equal 
to three times the bonds outstanding. Net 
working capital of the company as of 
March 31 was approximately $4,000,000. 
Average net earnings over the past four 
years have been sufficient to cover interest 
on these bonds about four and three-quar- 
ters times. 

Last year business of the concern suf- 
fered somewhat due to necessary inven- 
tory readjustments, but since the first of 
the year there has been a heavy increase 
in volume of sales so that 1921 earnings 
should show considerable improvement 
over last year. 


for JULY 9, 1921 


fund goes into operation sufficient to re- 
tire annually 5% of the maximum amount 
of bonds issued if obtainable at not ex- 
ceeding 105. Proceeds of this issue will 
be used to retire the outstanding three- 
year 7% convertible debenture notes of 
the company and for other corporate pur- 
poses. 

The properties of the Consolidated 
Textile Corporation constitute one of the 
largest manufacturing units of cotton 
cloths in the country. The mills of the 
company are ten in number and are lo- 
cated in six different States. The com- 
pany manufactures diversified products 
and has built up a strong distributing 


not previously retired by 
sinking fund are to be paid at maturity 
at 105. 


KANSAS CITY TERMINAL RAILWAY 


10-YEAR 6%%s 
This is a $2,000,000 issue secured by 
deposit of $3,125,000. Kansas_ City 


Terminal Railway first mortgage 4s, the 
bonds thus being pledged at 64. The 12 
railroads entering Kansas City are bound 
unconditionally to provide funds for the 
payment of principal and interest of ihe 
pledged bonds and taxes, as well as their 
ratable share of operating expenses. The 
pledged bonds are further secured by an 
(Continued on page 361) 
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Foreign Government 
and Municipal Bonds 


NORWAY — DENMARK — 
SWEDEN—GREAT 
BRITAIN—BELGIUM— 
FRANCE—HOLLAND 
—ITALY—BRAZIL— 
CHINA — GREECE 
AND SOUTH 
AMERICA 


Present favorable rates of 
exchange make these for- 
eign bonds an attractive in- 
vestment. 

We will furnish upon re- 

uest a circular describing 

e bonds of the above 
countries — giving descrip- 
tion of securities—maturity 
date — interest dates — de- 
nominations—redemp- 
tion values, etc. 


Ask for Circular MW-300 


HUTH & CO. 


30 Pine Street, New York 
Telephone John 6214 











The future of 


Oil 


and 
Oil Securities 








Is not a period of under- 
production certain to fol- 
low the present period of 
over-production? 


Is there not now an oppor- 
tunity to buy securities of large 
producing oil companies at 
Bargain Prices? 
These or other questions 
on the oil industry and 


oil securities carefully 
answered on request. 


Send for circular A-18 


Henry L. Doherty 


& Company 
Bond Department 

















| 60 Wall St. New York | 
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(Continued from page 354) 
wheat, as reflected in Liverpool ‘market, 
are proportionately lower than ours. To 
overcome this there is the following plan, 
unofficial and the thought only of one in- 
terested in the general scheme: Have 
a protective tariff high enough to pre- 
vent importation of any foreign wheat. 
Then pool such wheat as is not needed 
for domestic demand and market it 
abroad at such price as foreign com- 
petition makes necessary. On the sur- 
face the plan seems simple and the 
only way out of an apparently insuper- 
able difficulty. But it is full of all sort 
of difficulties in actual operation, not 
the least among them being the prob- 
able attitude of the consumer at paying 
more for the staff of life at home than 
it could be bought abroad. 

So it will be seen that the farmers plan, 
in general, to assure a more economical 
and more efficient method of marketing 
farm product than now prevails and one 
which asks the co-operation of the con- 
sumer in general on the basis that such a 
plan, if intelligently carried out, will be 
greatly to the benefit of the farmer and 
consequently to the nation at large, which 
essentially depends for its prosperity upon 
the welfare of the agricultural com- 
munities. 





SWITCHES FOR BONDHOLDERS 
(Continued from page 317) 











much in excess of that figure so that 
the possibilities of appreciation from 
present levels is not very material. 

As a suggestion for the reinvestment 
of the proceeds received from a sale 
of Diamond Match 7%s, the writer is 
going to name a bond which will per- 
haps cause readers some _ surprise: 
Mexican Petroleum Company 15-Year 
8% convertible gold bonds due May 1, 
1936. The steady decline of some 40 
points which has taken place over the 
past few weeks in Mexican Petroleum 
common stock has caused the 8% bonds 
to sympathetically sell down to their 
present price of about 93. It is becom- 
ing more and more believable that the 
recent slump in the stock has been 
largely due to manipulation, but regard- 
less of where the stock may go, the 
assets behind the 8% bonds are so huge 
that at current prices, in my opinion, 
they are one of the most attractive pur- 
chases in the bond market. 

These bonds are authorized and out- 
standing in amount of only $10,000,000. 
They are the sole funded debt of the 
company, excepting $1,009,000 obliga- 
tions of subsidiary companies; and the 
company agrees not to create any 
mortgage on its properties, or its sub- 
sidiaries, during the life of the bonds. 
As an additional protection the bonds 
are unconditionally guaranteed, both as 
to principal and interest, by the Pan- 
American Petroleum & Transport Com- 
pany. Thus, the resources of two great 
companies are pledged behind this issue 
of only $10,000,000. The bonds are con- 
vertible until May 1, 1931, into class 
“B” common stock of Pan-American 
Petroleum & Transport Company at 
$100 per share, (par $50), which gives 


the issue speculative possibilities. 

The balance sheet, dated December 
31, 1920, of the Mexican Petroleum Co., 
after giving effect to the issuance of 
the bonds, showed net assets over and 
above all liabilities and reserves, of 
$75,801,108, and the combined net assets 
of Mexican Petroleum and Pan Ameri- 
can Petroleum at this date (excluding 
inter-company items) amounted to ap- 
proximately $110,000,000, or $11,000 be- 
hind each $1,000 of outstanding bonds. 
The earning power of the company is 
great, net after depreciation, for 1920 
amounting to $11,863,487 against maxi- 
mum annual interest charges of $860,540 
and combined net earnings, including those 
of the guarantor company, but eli- 
minating all inter-company items, were 
over 20 times the above mentioned an- 
nual interest of $860,540. 


A graduated sinking fund provides 
for the redemption of $1,000,000 princi- 
pal of bonds per annum, provided they 
can be purchased at an average price 
not exceeding 10214; $750,000 per an- 
num if bonds can be purchased at an 
average price of not less than 102% 
and not exceeding 105; $500,000 per 
agnum if bonds can be purchased at 
an average price of not less than 105 
and not exceeding 10734; and $250,000 
per annum if bonds can be purchased 
at an average price of not less than 
107%4 and not more than 110. The ef- 
fect of this sinking fund is to redeem 
bonds in greater quantity, the lower 
the price, thus continually increasing 
the equity of the outstanding bonds and 
automatically tending to maintain the 
market value at a price above par. 


Mexican Petroleum ranks as the larg- 
est exporter of oil from Mexico and 
its business embraces all four funda- 
mental branches—production, trans- 
portation, refining and distribution of 
petroleum and its by-products. The 
potential oil productivity of the com- 
pany’s properties is unquestioned by oil 
authorities and its “Cerro Azul No. 4” 
well, with a measured flow of 260,000 
barrels of oil daily, is conceded to be 
the greatest oil well in the world. The 
rumors which have recently been afloat 
concerning the company have been 
rather conclusively shown to be nothing 
but “bear propaganda.” In this con- 
nection the company has within the 
past few days given out an official 
statement to the effect that the last 
balance sheet, dated May 1, 1921, 
showed quick, current assets of $29,- 
062,750, of which $11,957,223 was in cash, 
and current liabilities, including reserve 
for taxes and contingencies, of $11,- 
774,574. Net earnings available for in- 
terest charges for the four months to 
April 30, 1921, were $5,181,637 and an 
estimate for the present year placed net 
earnings, after allowing $6,000,000 for 
taxes, etc., at $22,150,000 of which only 
$530,000 is necessary for interest this 
year. These estimated earnings, which 
are anticipated to be the largest in the 
company’s history, are based on ¢con- 
tracts now in force with thoroughly 
responsible purchasers. 

The Mexican Petroleum 8s are safe 
beyond a doubt. At 93 they are a bar- 
gain not to be overlooked.—vol. 28, p. 22. 
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TYPE IV 


Cuba Cane Sugar Convertible Deben- 
ture 7s, 1930 (at 69), Into Chi- 
cago, Milwaukee & St. Paul 
4s, 1925 (at 72) 











The Cuba Cane Sugar Corporation 
10-year 7% convertible debentures of 
1930 are selling at the present writing 
in the neighborhood of 69—they have 
been down as low as 65 and a fraction. 
They are outstanding in amount of 
$25,000,000; they are not secured by 
mortgage or pledged collateral of any 
description, although they comprise the 
company’s sole funded debt. The bal- 
ance sheet of the company, dated Sep- 
tember 30, 1920, showed net assets be- 
hind these debentures of $103,058,437, 
but since September 30, 1920, many 
grave changes have taken place in the 
sugar industry. 

Cuba Cane Sugar Corporation has 
been in existence only since January 1, 
1916, and many of its properties were 
undoubtedly acquired at peak prices. 
The company has never proven its 
ability to operate successfully under 
competive conditions and even during 
the years 1919 and 1920, when most 
sugar companies were making exor- 
bitant profits Cuba Cane paid no divi- 
dends on its common stock. 

At the present time the Cuba Cane 
debentures are in an uncertain position. 
A continuance for any considerable 
length of time of the present abnormal- 
ly low price for raw sugar might cause 
the company some embarrassment 
while on the other hand a recovery in 
the sugar market might enable the com- 
pany to satisfactorily work out of any 
difficulties it may be in. At any event 
the 7% debentures are in a speculative 
position and therefore are not suitable 
for investment funds.—vol. 28, p. 251. 

A holder of a bond of this type may 


well take advantage of the switch. 
Several courses are open for him to 
follow: 

He may switch into a low coupon 
rate bond, which would better insure 
the safety of his principal but necessi- 
tate considerable sacrifice in income 
return. As a suggestion I would men- 
tion Chicago, Milwaukee & St. Paul 
4s of 1925, selling at about 72, or Chile 
Copper Company 6s of 1932, at about 
71. 

He may switch to a low priced pre- 
ferred stock, such as Western Pacific, 
6% preferred at 62 or General Motors, 
6% debenture stock at 61. 

Or he may switch to a common stock 
of a company that appears to have 
better prospects of “coming back” in 
a shorter length of time, such as North- 
ern Pacific (paying 7%) at 67 or Great 
Northern (called preferred, but really 
common, paying 7%) at 65. 
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THE FEDERAL BUDGET 

President Harding has actually ap- 
pointed a director of the budget in the 
person of former Comptroller of the Cur- 
rency Dawes of Chicago, who has taken 
office and has begun work by holding a 
general session of administrative officers. 
The purpose was that of initiating methods 
of economy and of agreeing upon plans 
for eliminating unnecessary expenses. The 
meeting is described as having been very 
successful and early progress is expected. 
There is undoubtedly a large field of work 
for the new director of the budget, and 
much to be done in reorganizing the busi- 
ness of the government. This is admir- 
able work, and the need of it has long been 
appreciated. Active discussion of the 
budget questions for about fifteen years— 
in Washington for about fifteen years— 
the war, however, furnishing an unfor- 
tunate interlude, although some progress 
was made even during that disturbed 
period. Government methods of appro- 
priation and expenditure are better than 
they were a decade ago, but they are not 
very good, and the practice of deficit 
financiering has grown. This it will be 
practicable, under the new legislation, to 
terminate. Budget control, however, will 
be only a step toward the accomplishment 
of what has been promised in connection 
with the finances of the Federal Govern- 
ment. It should never be forgotten that 
the expenses of the government are, all 
told, today about five times what they 
were before the war, or, eliminating in- 
terest charges on war debt, about four 
times as great, with but little to show in 
the way of better or more satisfactory 
service. The fundamental financial prob- 


lem before the administration is thus a 
matter of policy in appropriations and not 
a mere question of business reorganization. 
The two things should go hand in hand. 
Neither is possible without the other. 





ALLIED DEBTS 


Secretary of the Treasury Mellon, in his 
testimony before the Senate Committee, 
charged with the consideration of the Pen- 
rose Bill, which provides for the refund- 
ing of the Allied indebtedness to the 
United States, has given a clear-cut de- 
scription of the problem by which the Fed- 
eral Government is now faced. He has 
also set at rest many of the unfounded 
fears which had been entertained by mem- 
bers of Congress concerning the intentions 
of the Administration. There is no plan 
to surrender our claims upon the Allied 
nations, but it is intended merely to adjust 
the terms of settlement in such a way that 
they can be effectively provided for. The 
fact that the accrued interest upon these 
debts is now close to a billion dollars will 
be surprising to some, although it was 
easy enough to figure the amount due, 
knowing as most of the public did that no 
payments had been made since the advances 
were orginally granted. This, however 
brings a realizing sense of the rate at 


Solid July 
Investments 


ConsERVATIVE invest- 
ors, who seek safety and 
freedom from care, will be 
interested in our July In- 
vestment Guide. It des- 


cribes a well diversified 


variety of sound bonds 
which we recommend as 
good safe investments. Se- 
rial maturities from 1923 
to 1938. Denominations, 
$1,000, $500, and $100. 

Write for this Guide 
which will be sent you 
without charge or obliga- 
tion. Ask for 
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A Complete 
Investment Service 


We offer an investment serv- 
ice to out-of-town Banks, Cor- 
porations and Individuals. 


We maintain a special depart- 
ment that keeps in touch with 
the constantly changing in- 
vestment situation, and are in 
a position to render careful and 
reliable advice to out-of-town 
investors by mail. 


Our Booklet 
“Investing by Mail’’ 


Furnished on request. 




















RAILROAD IMPROVEMENT 





Beginning July 1—the rail- 
roads start saving about 
12% on their monthly sal- 
ary disbursements. Other 
operating costs are being 
similarly reduced. This 
saving will enable some 
roads to pay doubtful divi- 
dends—others to lay aside 
necessary surplus. Rail- 
road Stocks should show 
price improvement com- 
mensurate with this sav- 
ing. Keep posted on the 
better earnings and in- 
creased surplus accounts 
through our 

Monthly Railroad Bulletin 
which gives all these price- 
affecting statistics in easy- 
to-read form. Sent FREE 
on request. 








We are fully equipped to 
execute your orders in Odd 
Lots or Full Lots of listed 
or recognized securities. 
We will carry your ac- 
count on our Partial Pay- 
ment Plan or on Conserva- 
tive Margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street 


New York 














KANSAS & GULF 


COMPANY 





BOUGHT 
SOLD 
QUOTED 


Among the newer oil com- 
panies none has shown higher 
efficiency and productiveness. 
Its career is unparalled in the 
business. 


Information on Request, together 
with Quarterly Report, 1921. 
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which the interest upon money accumu- 
lates and emphasizes the necessity of 
being reasonable in our demands for early 
collection, since otherwise we may lose 
more than we shall gain. How long the 
interest on the indebtedness ought to be 
suspended in the case of some of our 
debtors, it now clearly appears, is a ques- 
tion which varies much from country to 
country, and to which no blanket answer 
can be afforded. It will probably take a 
good while to settle the outstanding issues, 
and it will be a much longer time before 
we shall begin to receive actual payment. 
Nevertheless, a beginning must be made at 
some time and the sooner the terms are 
settled the better. Definite adjustment of 
them will undoubtedly relieve the ex- 
change market of apprehension concerning 
the future, and will in that way be imme- 
diately beneficial to our international re- 
lationships. Eventually our claims will 
have to be adjusted through a net balance 
of imports. 





SIZE OF FARM DETERMINING FAC- 
TOR IN LABOR INCOME 


That the size of the farm has much to 
do with the success of the owner is 
shown by results of a survey conducted 
by the United States Department of 
Agriculture in five counties in the south 
and southeastern Ozark region of Mis- 
souri. The operation of a general farm 
in the Ozarks with much less than 40 
acres of land for crops is exceedingly un- 
satisfactory, regardless of the location of 
the farm, whether among the valleys or 
the hills. 


The report of the survey published by 
the department as Department Bulletin 
941, entitled “Farm Management in the 
Ozark Region of Missouri,” is based on 
the study of the organization and man- 
agement of 79 farms, 31 of which are 
representative of conditions of rolling 
and hilly uplands, and 48 of valley and 
level uplands. The topographical struc- 
ture to a large extent determines the 
agricultural value of the land, says the 
report. As a rule the .operator of a 
valley or level upland farm has a de- 
cided advantage over the operator of the 
rough farm. After deducting from their 
total receipts the year’s operating ex- 
penses, including the value of family 
labor, and allowing 5 per cent interest 
on the capital invested, the survey shows 
that the operators of rolling and hilly 
farms had, in 1917, an average labor in- 
come of $309, and those operating valley 
or level upland farms an average of $646. 

Of the 79 farms studied, 20 per cent 
had no labor income after allowing for 
the deductions referred to, and 21 per 
cent had a labor income above $1,000. 
Labor incomes earned by typical opera- 
tors indicate that one having much less 
than 40 acres of crop land for a general 
live-stock farm has a rather poor chance 
of financial success. 





WHEN THE RAILROADS RESUME 
(Continued from page 327) 











had a history of some seventy-five years 
and gave evidence of a progressive and 
far-sighted management. The present 
management is also conservative and very 
efficient and the success of the company 
in recent years is to a large extent due to 
the activities of this management. 

From the first year in 1917, the present 
company began to pay dividends. The 
initial rate was on a $3 basis annually, 
but was increased to a $4 basis in July, 
1918. This rate has. since been main- 
tained. The cash position of the com- 
pany is sufficiently strong, although de- 
teriorated as compared with last year, to 
permit the continued payment of the pres- 
ent rate for some time. However, if the 
depression in equipment buying should 
continue longer than expected, the result 
would almost certainly be unfavorable so 
far as dividends are concerned. For that 
reason, the dividend position of Haskell & 
Barker stock seems to be somewhat un- 
certain although in a more secure posi- 
tion than the dividend rate of many other 
industrial companies. 


Conclusion 


It is evident from the above that there 
are certain factors favorable to the com- 
pany and certain factors which are un- 
favorable. The question is whether the 
unfavorable factors, which are of a more 
or less fundamental type—such as the poor 
economic situation in general and the poor 
financial situation of the railroads in par- 
ticular—will not eventually overbalance the 
favorable factors, which consist of the ef- 
ficient character of the management and 
the fair financial position of the company. 
This, of course, will depend on how long 
the depression continues, If continued for 
an inordinately great length of time, Has- 
kell & Barker would undoubtedly come 
out the worse for the experience, but then 
this can be said for almost any industrial 
company. On the other hand, compared 
with many other industrial companies, 
this little equipment maker makes a very 
favorable contrast from almost any view- 
point, 

The stock, which is listed on the New 
York Stock Exchange, is not very active 
and appears to be closely held. Even the 
present unfavorable stock market has not 
exerted a particularly depressing effect on 
the stock. Since the beginning of the 
year it has declined from about 6 to its 
present price of about 52. Last year it 
sold as high as 78 against a low price of 
46. As a $4 stock, Haskell & Barker 
yields at present prices about 74%. This 
is not a particularly attractive return un- 
der present conditions with so many good 
bonds and preferred stocks yielding the 
same amount or over. For that reason, 
despite the intrinsic merits of the stock 
from a long-range viewpoint, we should 
hesitate about investing in it considering 
that there are more favorable opportuni- 
ties elsewhere. However, if the stock 
should decline much further from present 
levels, it would offer a good speculative 
opportunity.—vol., 25, p. 809. 
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UNION PACIFIC NOW A BARGAIN 
(Continued from page 320) 





emergency, leaving a net shrinkage of as- 
sets, in excess of the reserve, of $39,- 
000,000. 

On the other hand, Union Pacific has 
922,376 acres of valuable lands which 
holdings are not reflected in the balance 
sheet. It is the policy of the company to 
sell a certain amount of this land each 
year and apply the proceeds to improving 
the property and equipment. During 1919 
the average price of the acreage sold was 
$25 per acre, and in 1920 the average price 
was $37. Taking the former price and 
applying it to the unsold acreage we arrive 
at a value of over $23,000,000 for the land. 

Thus only $16,000,000 should be deducted 
from the book value of the stock, leaving 
a net worth of $154 a share. 

The road and equipment of this com- 
pany was carried at $639,334,000 on De- 
cember 31, 1920, and there is little doubt 
but that this valuation will be upheld 
by the Interstate Commerce Commission. 
Union Pacific’s valuation per mile of all 
track owned is about $14,000 less than 
Southern Pacific, and about the same as 
Atchison. 


Conclusions 


At the present price of $113 a share the 
common stock of this company does not 
begin to reflect its real worth from any 
angle one looks at it. 

The road has demonstrated an earning 
power substantially in excess of the pres- 
ent 10% dividend through years of de- 
pression, as well as years of prosperity. 
Even during the first five months of the 
current year Union Pacific earned at the 
rate of over three-fifths of its common 
dividend requirements, and with no other 
improvement than that resulting from re- 
duced wages and other economies, it 
should be able to show the dividend just 
about earned. 

On the other hand, the road is in an 
exceptionally strong financial position, and 
would be well able to weather a long 
period of depression. The possibility of 
any cut in the dividend rate seems ex- 
tremely remote, for even though not 
earned the road would have no difficulty 
in taking it out of surplus, and still be in 
no pinch for liquid funds. 

In addition to the above, the stock has 
an asset value of $41 a share in excess 
of the current market price. With any 
improvement in general business condi- 
tions the stocks and bonds of other rail- 
road companies which it owns, such as 
New York Central, [Illinois Central, 
Southern Pacific, Chicago & Northwestern 
and Pennsylvania, are sure to increase ma- 
terially in value and thus substantially in- 
crease the asset value of the Union Pacific 
stock, 

Union Pacific today is selling within 12 
points of the lowest price it has sold at 
in over sixteen years. The high within 
the last five years was 153% and the lov 
101% (see graph). At the present 
price the stock yields about 8.9%, which 
is considerably out of line with the ma- 
jority of other high grade roads. 

Union Pacific is on the bargain counter. 
—vol. 28, p. 241. 
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This Alone Won't Make Profits 















































It Requires Skill in Judgment 


Many men have said “If I only had the time to watch 
the ticker tape I believe I could make money by trading 
in the stock market.” 

Time, of course, is one element—but the most im- 
portant factor is skill in judgment. 


The Trend Letter Trading Service 


furnishes both the time and the skill. Its business is to judge the 
best opportunities for profit as they appear among the securi- 
ties listed on the New York Stock Exchange. Its skill is the 
result of years and years of practical experience on the part 
of its experts. . 


How It Operates 


The Trend Letter Trading Service consists of telegraphic 
advices to buy or sell one or more securities when, in the 
opinion of the organization’s experts, a particular stock is in 
a position to advance or decline. The basis of the advice is the 
supply and demand as recorded on the ticker tape. This is 
recognized as a better guide to the immediate course of prices 
than is the news or fundamentals. 


A Week’s Record of Results 


Monday, June 13 to June 17, 1921 

At noon on Monday, June 13, the following telegram was dispatched to sub- 
scribers to this service: “BUY STUDEBAKER AROUND 71—STOP THREE POINTS 
DOWN.” The price of the stock at the time was 70%. Within twenty-four hours 
Studebaker sold at 77%. After the close, on the same day, the following advice 
was issued: “IMMEDIATELY AFTER THE OPENING ON WEDNESDAY MORN 
ING, TAKE PROFITS ON STUDEBAKER, AND SELL BALDWIN SHORT WITH 
A STOP ABOVE 78.” Studebaker opened at 757%. Subscribers thus took 5% profit 

Baldwin te at 74, and on June 2 sold down to 63. Subscribers were also 
short Harvester and United Fruit. TOTAL ACTUAL AND PAPER PROFITS 
IN ONE WEEK, about 23 points. 


Send Us the Coupon Below and Full Particulars 
Will Be Promptly Sent to You 
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& Trend Letter Trading Service, ' 
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Business, Foreign Trade, 
Bond and Stock Markets 


are all reviewed in 
a concise way in 
our July Bulletin. 
In view of the un- 
usual conditions 
existing, we believe 
every investor will 
be interested in 
this leaflet, compli- 
mentary copy of 
which will be sent 
on request. In ad- 
dition six securi- 
ties particularly 
worthy of consid- 
eration are de- 
scribed briefly. 


Hemphill, Noyes ( Co. 
Member New York Stock Exchange 


37 Wall Street, New York 
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Rail Roads Save 
$400,000,000 in wages 


and if their indebtedness to 

the Government is funded for 

a term of years, they should 

be able to purchase much 
equip t 





Safety Car Heating 
& Lighting Company 


Last year during one of the 
dullest periods in the indus- 
trial history of this country, 
not only earned its dividend 
in full, but added substan- 
tially to its surplus; this com- 
pany whose principal business 
is furnishing railroads with 
lighting fixtures and equip- 
ment should greatly benefit 
by any business revival. 

In our opinion the stock of 
this company is an attractive 
investment. 


Yielding over 912% 
with exceptional 


Speculative Possibilities 
Descriptive Circular on request. 


Theodore L. Bronson & Co. 


Members, New York Stock Exchange 
120 Broadway New York 
Telephone 7580 Rector 























THE OUTLOOK FOR GERMAN 
MARKS 





(Continued from page 306) 








For the present there is no reason to 
presume that the course of the mark 
will change materially. The market in 
this country has had considerable sup- 
port from speculative buyers of Ger- 
man securities. Had it not been for 
this support, marks would undoubtedly 
have séld under one cent. Since the 
middle of last November the rate has 
ranged between 1.13, the low, to 1.81%, 
the high in January. At the present 
time they are selling near the low for 
the year, which was 1.32%4 on January 
4. They have advanced several times 
to over 1.60. 


The Fluctuations in Marks 


With the exception of the advance 
that took place in the Spring of 1920, 
when marks sold over 3 cents, there 
has been a steady decline for over two 
years. In January, 1919, the rate was 
7 cents. There was a gradual decline 
that year until at the end of the year 
marks were quoted at 2 cents. In 
February, 1920, they nearly touched 
1 cent, and since that time with the 
exception of a period of about three 
months beginning in May, 1920, the 
rate has remained consistently between 
1 and 2 cents. 





GERMANY 
(Continued from page 305) 











were able to operate at only about a third 
of normal. 

The soap industry lacks soda and cal- 
cium oxide. The shortage of coal is an- 
other adverse factor. During the first half 
of the year 1920 it was impossible for the 
manufacturers to supply the domestic de- 
mand. Toward the end of the year the 
supplies of raw materials increased and 
the manufacturers were able to supply the 
domestic needs. At present the importa- 
tion of raw materials for the soap industry 
is not yet up to the necessary quota. There 
are no restrictions on the domestic supplies 
of raw materials. 

In the glycerine industry the factories 
are working below capacity. 


Automobiles and Luxury Taxes 


The prices, in marks, of automobiles in 
Germany for 1920 have increased on an 
average as follows: In January, 16-horse- 
power cars sold for 41,000 marks and in 
December they sold for 92,000 marks. 
These prices apply to new passenger cars 
of average grade. The finer grades com- 
manded still higher prices. In January, 
4-ton motor trucks sold for 75,000 marks 
and in December the same trucks sold for 
122,000 marks. 

There was a much greater fluctuation in 
the prices of used cars during 1920. The 
heavy increases in the price of passenger 
automobiles was not so much the result 
of the high cost of labor and materials as 
it was the effect of the new tax on turn- 
over which went into effect January 1, 
1920. This measure carries with it a tax 
of 15% upon certain articles of luxury 
including passenger automobiles. 


Iron Ore Decline 


There is a steady decline in iron ore 
prices, though the rise in the price of coal 
has checked for the time being any corre- 
sponding reduction in the prices of finished 
products. 


Overstocked in Alcohol 


During 1920 there was a shortage of 
alcohol in Germany and for the first three 
months of 1921 the alcohol monopoly con- 
tinued to purchase heavily abroad. It now 
finds itself overstocked and without a mar- 
ket. It has also encouraged the distilla- 
tion of alcohol from corn with the result 
that its warehouses are full. The trust 
hopes to find an outlet for its surplus in 
the vinegar industry which, since the war, 
has been using spirits instead of wine. 


New Chemicals 


The Germans are continually discover- 
ing new chemical formulas. One of these 
is tetralin, obtained from naphthalin. Be- 
sides its value as a lighting medium, tetra- 
lin is also used as power for automobiles. 

Another new product is dekalin, useful 
in the manufacture of white varnish. 

Hexalin is also a new product used in 
the manufacture of soaps. Many new 
pharmaceutical discoveries are expected to 
afford big items of export. 

The Germans have invented a new proc- 
ess which furnishes a simple method of 
separating alloys into their metal com- 
ponents and extracting metals from min- 
eral ores. It is claimed that this process 
offers many advantages over present meth- 
ods. The elimination of the melting proc- 
ess does away with the outlay for coal. 
Workmen require no special experience. 


Foreign Trade Summary 


Unquestionably Germany is remarkably 
active in her world trade. A gentleman 
who just arrived from Japan was asked to 
relate some of the interesting things he 
saw. He mentioned as the most interest- 
ing a squad of sixty German trade agents 
arriving at a Japanese port, who were 
only the vanguard to an army of them 
that is expected to follow. 

Germany is continually after trade trea- 
ties and bargains ahd arrangements. Re- 
cently a treaty was signed by Germany and 
China whereby German nationals in China 
are brought under the jurisdiction of Chi- 
nese laws and courts. This puts Germany 
at a tremendous advantage in her business 
with China. 

She is similarly active in all the ports 
of the world. 

So far as we are concerned with refer- 
ence to Germany, it is estimated that our 
exports to Germany will aggregate about 
$370,000,000 for 1921, as against $202,000,- 
000 in 1920, and $9,000,000 in 1919 and 
nothing in 1918. The imports from Ger- 
many are estimated in 1921 to be about 
$90,000,000, compared with $45,000,000 in 
1920, and less than $1,000,000 in 1919. 

We are selling to Germany many 
times more than we are buying from her. 
We send over there food, raw materials 
and manufactured material. We buy dyes, 
gloves, decorated china and laces. 

The things that Germany can sell abroad 
are those that require the use of German 
iron, German coal and German labor. But 
Germany cannot so easily undersell other 
countries in products that need copper, cot- 
ton, and other raw materials. 
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The Germans’ activity in foreign mar- 
kets is due to several causes—her cheap 
money gives a profit to the exporting man- 
ufacturers while the loss is absorbed by 
the whole country. Or, her selling may 
really be a forced liquidation of goods. 
Or, she may be underselling in order later 
on.to be able to underbuy. At any rate, 
her labor is cheap, management is cheap, 
and they are content with small profits. 


Conclusion 


Germany seems more prosperous than 
she really is. The high dividends of 20% 
and 30% which we often read about are, in 
fact, low dividends. Practically all Ger- 
man factories have been built with gold 
marks and replacement value should be 
measured by gold marks. The dividends, 
however, are paid in paper marks and as 
the paper mark today is only one seven- 
tieth of the gold mark, a 30% dividend in 
paper marks is in reality less than a 2% 
dividend. 

Her riot in paper currency -is playing 
havoc with her economics. An accountant 
would look her over, throw down his pen 
in disgust and say, “She is on the sure 
road to ruin.” But if we take into con- 
sideration the character of her people— 
their energy, their resourcefulness, their 
frugality, their loyalty to their country—a 
brighter side is presented. 

If Germany can continue to keep her 
labor contented with wages below the 
standard in most other countries (a big 
“sf’), and can continue to capture markets, 
she is bound to pull herself out of the hole 
but it will be a long and hard pull. 





NEW BOND ISSUES 
(Continued from page 355) 











absolute first mortgage on practically all 
of the property rights and franchises of 
the Kansas City Terminal Railway Com- 
pany. Offered at 96.44 to yield about 
7%, these bonds afford an exceptionally 
attractive railroad investment. 


ALABAMA POWER FIRST AND RE- 
FUNDING 6s 


This is a $2,500,000 issue and in addi- 
tion to being secured by a general mort- 
gage on the entire property of the com- 
pany, will be secured by the pledge of 
$2,500,000 of its first mortgage 5% bonds, 
of which $10,204,000 additional are now 
outstanding with the public. The inden- 
ture provides that the company will issue 
no additional first mortgage bonds except 
for pledge as additional security there- 
under. 

The duplication value of the company’s 
property is materially in excess of the total 
funded debt outstanding with the public, 
including this issue. Net earnings for 
last year were over 23/5 times interest 
charges. The bonds were offered to the 
public at 8434 to yield about 725%. The 
company operates in a good community 
and there is a large and,diversified market 
for the low priced power that the com- 
pany controls in abundance. The bonds 
may be regarded as an attractive public 
utility issue. 


for JULY 9, 1921 








OF INTEREST TO TRAVELERS 


The following letter received by Knauth, Nachod & Kuhne 
from the cashier of a National Bank in Iowa, contains a 
message for you: 
“KNAUTH, NACHOD & KUHNE, 
120 Broadway, New York, N. Y. 


Gentlemen: 

We have received word from Mr. H. L. 
that his stolen Travelers Checks have been recov- 
ered. His pocketbook containing the Travelers 
Checks was found on the street and turned into 
the Post Office and reached him through the mail. 
The thieves took all the cash out of his pocketbook 
and threw the rest away. Please release our stop 
payment order.” 


The Wise Traveler carries his or her surplus funds in K. N. & 
K. Travelers Checks, whether on short trips or an all-summer 
tour. 


Buy K. N. & K. Travelers Checks at your local Bank. Ask 


your banker about them or write us for information. 





“Their use a sign of distinction” 


Knauth Nachod & Kuhne 


EQUITABLE BUILDING, NEW YORK 
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WHITEHOUSE & CO. 
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Members of the 
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111 BROADWAY 
New Yorr 


186 Remsen Sr. Keyser Bipe. 
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Multiply 


Your Holdings 


4 Times 


by purchasing a greater vol- 
ume of well secured stocks 
and bonds. That is, buy four 
times the quantity of securi- 
ties that you could purchase 
for cash» outright—then pay 
for them from your monthly 
earnings on 


Partial Payment 
Plan 


Our plan furnishes you a 
splendid opportunity to take 
advantage of the extraordi- 
nary possibilities of purchas- 
ing high grade securities at 
bargain prices. Our plan 
gives the utmost flexibility. 


Ask for Circular MW-25 


R. J. McClelland & Co. 


Investment Securities 


100 Broadway, New York 
Rector 0604 


Consolidated 
Gas 


History 

Earnings 

Dividends 
Controls practically the 
entire gas and electric 
lighting business of 
Manhattan Borough, to- 
gether with several other 
subsidiaries in New 
York State. This issue 
carefully analyzed and 
other leading securities 
featured in our current 
. Weekly 
Financial Letter 


Gratis on request for 
MW336 


THOS:H COWLEY & [0 
| Stocks and Bonds 





New York | 
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Market Statistics 

N. Y¥. Times Dow, Jones Avgs. N. Y¥. Times 

40 Bonds 20 Indus. 20 Rails -—60 Stocks—-, Sales 
Monday, June 6 ............. 68.69 71.18 71.31 67.64 65.83 700,499 
WEE, SUED VY cdc cccccccce 68.35 71,56 70.13 66.51 64.59 1,121,242 
Wednesday, June § .......... 68.21 71,03 70.57 66.59 65.44 568 940 
Thursday, June 9 ............ 67.94 69.85 69.92 65.67 64.46 812,565 
Friday, June 10 .............. 67.83 69.92 69.20 65,46 63.88 763,140 
SSeeee,. SURO TE ccccccccces 67.77 69.70 68.99 64,22 63.36 391,732 
Monday, June 13 ............. 67.69 70.03 68.91 64.34 61,95 1,072,550 
Tuesday, June 14 ............ 67.77 70.05 69.69 65.02 63.29 771,052 
Wednesday, June 15 ......... 67,88 69,00 69.64 64.41 62.69 718,726 
Thursday, June 16 .......... 67.90 68.16 69.31 63.99 61.62 857,000 
Deiter, Dame FB cacccvcccccss 67.72 67.57 68.88 62.58 60.68 778,029 
Saturday, June 18 ........... 67.75 67.25 67.85 62.24 60.91 375,387 
Monday, June 20 ............ 67.56 64.90 65,52 60.87 58.45 1,160,910 
Tuesday, June 21 ............ 67.58 66,25 66.79 60.72 58.35 1,025,425 
Wednesday, June 22 ......... 67.69 66,23 67.00 61.82 59.81 883,746 
Thursday, June 23 .......... 67.34 65.36 66,45 60.37 58.71 825,100 
Friday, June 24 ............. 67.66 66.20 67.13 60,51 59.23 492,975 
Saturday, Jume 25 ........... 67.82 68.35 68.80 62,42 60.78 420,165 
Monday, June 27 ............ 67.93 67.03 68.00 62.63 61,09 465,496 
Tuesday, June 28 ............ 67.93 67.63 68.70 62.40 61,02 546,024 
Wednesday, June 29 ......... 68.33 68.73 69.27 63.19 61,93 598,010 
Thursday, June 30 ........... 68.58 68.45 71,04 63.54 61.67 733,753 














NEW YORK ADVERTISING FIRM 
ENLARGES ORGANIZATION 


Medley Scovil and Company, the New 
York advertising firm, has moved from its 
old quarters at No. 25 Broad Street, ‘to 
new and larger offices in the new Cunard 
building at No. 25 Broadway. ; 

For some years the agency has 
specialized in banking, trust company and 
financial advertising, and is well known to 
bankers and financiers throughout the 
country as specialists in this field. 

The Scovil Company, however, has re- 
cently branched out aggressively into the 
commercial field and has taken on some 
important new accounts, among them the 
Merchant Shipbuilding Corporation and 
the United American Lines of the Harri- 
man interests; S. O. Stray and Company, 
operators of the Stray Line of Steamships 
to Norway; the International Freighting 
Corporation and others. 

Mr. Medley Scovil, president of the 
company, has been closely identified with 
financial advertising matters for more than 
twenty years “in executive capacities for 
the New York Times, the New York 
Herald, the Wall Street Journal, and the 
Boston News Bureau. 

Charles Lee Scovill, first vice-president, 
is a specialist in investment advertising. 
As advertising and sales manager for the 
banking house of Spencer Trask & Com- 
pany for many years, he has had excep- 
tional experience in problems of distribu- 
tion; planning sales campaigns; and pro- 
ducing effective and dignified advertis- 
ing, sales letters, follow-up systems and 
special literature. 

H. Lamson. Scovill, treasurer of the 
company, is a son of the late Henry 
William Scovill, of the Scovill Manufac- 
turing Company of Waterbury, Connec- 
ticut, the largest independent brass 
manufacturing concern in the United 
States, founded by the Scovill family in 
1802. He has a broad knowledge of 
manufacturing affairs, especially in the 
New England territory. 

H. G. McNomee, second vice-president, 
was formerly news editor of the Daily 
News Record and Women’s Wear, and is 
an authority on matters pertaining to the 
textile field. 





TWO PROMISING UTILITY BONDS 
(Continued from page 337) 











terest has been paid to April 1, 1917, but 
on October 1, 1917, only 144% was paid, 
which was the last’ distribution made to 
the holders thereof. Thus there is an 
accumulation of about 1834% on these 
bonds which must be paid before the stock 
receives anything. 


Favorable Factors 


As was said in an earlier paragraph the 
first 5s and the first refunding 4s appear 
attractive at present prices because the 
company has weathered the storm. The 
price of coal has been materially reduced ; 
wages have not been reduced to any great 
extent, but the recent announcement of the 
readjustment of the scale of wages by the 
Brooklyn Rapid Transit which it contem- 
plates putting in effect on August 6 and 
which provides for reductions of between 
15 and 20% is a hopeful sign. And of 
most importance is the possibility of an 
increased fare should the present Transit 
Commission so decide. 

It is also worthy of note that while the 
other traction lines in the city are report- 
ing increasing deficits each month, the 
Third Ave. Ry. is showing considerable 
gains in gross revenue which are reflected 
in smaller deficits. 

Another factor to be considered and 
which again favors the Third Ave. Ry is 
the time that has yet to elapse before any 
of the company’s funded obligations ma- 
ture. In the case of the Brooklyn Rapid 
Transit Co. Judge Mayer in the Federal 
District Court on May 24 authorized Re- 
ceiver Garrison to extend the payment of 
the $18,000,000 receiver’s certificates ma- 
turing on August 1 next to February 1, 
1922. On September 1 next the Inter- 
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borough Rapid Transit Co. has $39,199,000 
3 year 7% notes maturing. The first 
maturing obligation of the Third Ave. Ry. 
in which the public has any interest is an 
issue of general mortgage 5% bonds of 
the Dry Dock, East Broadway & Battery 
R. R., which mature on December 1, 1932, 
and of which there are only $950,000 out- 
standing. Following this maturity is the 
issue of Third Ave. Ry. first mortgage 5s 
due on July 1, 1937. 

The first mortgage 5s which cover 
the entire property are in a secure posi- 
tion and are protected by extremely 
wide equities in both properties and 
earnings and at their present price 
around 77 yield about 6.90% with an 
excellent possibility for appreciation in 
market value. Since the reorganization 
of the company they have sold as high 
as 109% in 1914. At their present price 
they are but a few points above their 
record low price. 

The first refunding 4s may be classed 
as a second mortgage on the property 
with the additional security of the 
pledged stocks and bonds of subsidiary 
companies. The interest on this issue 
has always been earned and paid. They 
cannot be classed as an investment but 
they offer great possibilities for the in- 
vestor who can afford to speculate and 
wait for the turn of the present diffi- 








ment to any great extent, 


THIRD AVENUE’S EARNINGS PROGRESS 


The following is a four-year comparison of earnings which helps te show the continued 
progress being made by the company. Had the operating expenses in 1920 been no greater than 
they were in any of the previous years, the company would have earned the full interest on the 
Adjustment Income bonds and been able to show a considerable surplus. 
the report for 1921, which will be issued shortly, will show the effect of the present readjust- 


INCOME ACCOUNT. 
Years ended June 30, 


It is not expected that 




















Deficit 


liability. (a) Paid 3%%. 








1917 1918 1919 1920 
Operating revenue ..................-- $8,972,649 $10,234,980 $10,363,448 $11,752,069 
Operating expenses ..................- 7,287,840 7,384,919 . 17,741,083 9,284,722 
Net operating revenue ...............- $1,684,808 $2,900,070 $2,622,365 $2,467,347 
(RR ESS ES eS ree 794,450 836,098 818,060 816,988 
Operating income ...............+..... $890,858 $2,063,972 $1,804,305 $1,650,400 | 
eS Pee, oe ere or 164,925 158,847 156,882 191,909 
RR Se ae $1,055,283 $2,222,819 $1,961,187 $1,042,818 | 
Interest on Ist mortgage bonds........ 548,080 548,080 548,080 548,080 | 
Interest on Ist ref, mortgage bonds... 879,620 879,620 879,620 879,620 | 
Interest on adj. mortgage inc. bonds...(a) 1,126,800 *1,126,800 1,126,800 *1,126,800 
Interest on notes payable ............. 4,665 ee ee eee 
Sinking fund accruals ................ 33,480 33,480 83,420 83,480 
NES DE Ce 84,965 88,792 93,263 99,733 
‘ 
tel MeN nn. ccncncysccccsesccs $2,677,610 $2,679,322 $2,681,243 $2,687,713 | 
1,622,326 456,503 720,056 845,395 


*This interest is deducted but not paid and is carried on the balance sheet as a current 











culties of all the traction lines which it 
is believed will be soon. 





WAR FINANCE CORPORATION 


The War Finance Corporation an- 
nounced on June 24 that it had agreed to 
make the following advances: 











lems.” 





Forty-two Broadway 
New York 





| “If all who have a substantial 
| amount of capital invested, or who 
intend investing or rearranging 
their present holdings, will advise 
| me, I shall be glad to send them 
a copy of a new booklet, just off 
press, which will show how the 
| work of The Richard D. Wyckoff 
| Analytical Staff may be applied 


to their personal investment prob- 


| ints COM prop 





$1,000,000 to finance the export of cotton 
under contract to be exported at a later 
date to England, Germany, Spain, France, 
Japan, Belgium, Italy, Portugal and China. 

$1,440,000 to finance the export of Amer- 
ican-built freight cars to China. 


$1,600,000 to finance the export of 


American tobacco to China. 
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The Business Situation 
(Continued from page 311) 








and prices to be realized on this year’s 
crops. With the approach of harvest 
for the early crops, however, this fea- 
ture is losing potency as an influence 
upon purchasing psychology. 

Chiefly as a result of hesitation on 
the part of the buying public, merchants 
and manufacturers declare they are re- 
sorting to more intensive effort to place 
their goods than ever before. Keen 
salesmanship has been inaugurated, and 
concessions in price, terms and service 
are offered to secure the business. Al- 
most unprecedented competition is the 
rule, and the margin of profit in whole- 
sale and manufacturing lines has been 
shaved down to a small fraction of 
what was obtained during the boom 
period of the past few years, or even 
during normal years preceding the war. 

Specific price changes during the 
period under review have been quite 
numerous, and analysis of the several 
movements indicates good progress in 
the direction of ultimate stabilization. 





Boston, Mass. 


“Inventories, If Not Already Low, Must 
Soon Be So” 


(Charles A. Morss, Governor) 
First District 


July 2, 1921—It cannot be denied that 
there has been a slight recession in the 
spirit of optimism which followed the ex- 
treme depression of mid-winter. There 
has been a gradually increasing apprecia- 
tion of the seriousness of the European 
situation, the continued drop in commod- 
ity prices, the large number of commer- 
cial failures, and the persistent, drastic 
liquidation of the stock ‘market. 


The effect of falling prices is almost 
always to curtail business operations, and 
that condition certainly holds true today. 
Many business men had been led earlier 
in the year to believe that the decline in 
prices would be halted in the spring, and 
for a time the movement of several basic 
commodities actually was upward. The 
index of 12 basic raw materials maintained 
by the New York Federal Reserve Bank 
increased 2.4 per cent during May, the 
first upward movement in a year. During 
the third week in June, however, it expe- 
rienced a decline of 4.7 per cent and on 
June 25 was only 5 per cent above the 
1913 level. Another factor in the price 
situation which is holding back the busi- 
ness community is the unevenness of the 
deflation, the prices of agricultural prod- 
ucts being within 17 per cent of the pre- 
war level while building materials, cloth- 
ing, house furnishings,—to mention a few 
groups,—are still about twice their pre- 
war prices. 

It is an old custom for some business 
men to be influenced in shaping their views 
of the future by the movement of the 
stock market. An average of industrial 
stocks reached its high point in the period 
of post war inflation in November, 1919, 
and declined with only a few interruptions 


during the following 13 months or until 
December, 1920. During the succeeding 
weeks the market gave evidence that it 
had temporarily reached bottom and in 
March started to rise. Remembering that 
sentiment is the effect and not the cause, 


it may be assumed that the rising market ° 


partly accounted for the better feeling in 
the business world. But after the first 
of May the market started on another de- 
cline which by the 20th of June had car- 
ried the average to a new low price. A 
large number of commercial failures, en- 
tailing a proportionately large amount of 
liabilities, combined with the knowledge 
that the number of failures in the country 
would be very much larger if creditors’ 
committees had not been as lenient as they 
have proved to be, has had an inevitable 
sobering effect. 

But these factors are offset by several 
of a truly optimistic nature, doubly so be- 
cause of their very fundamental character. 
The first is that the distribution of goods 
to the consumer continues without inter- 
ruption. This is evidenced by the reports 
from department stores, not only in New 
England, but throughout the country, 
which have shown month after month 
that the net sales of these stores in dol- 
lars has been very nearly equal to their 
sales in the corresponding months of the 
year previous. When it is considered that 
retail prices in most cases have been re- 
duced to the present replacement basis, it 
will be seen that the physical volume of 
sales throughout the country is larger now 
than a year ago. Other evidence of this 
effect is given by the number of freight 
cars loaded with freight, which by June 
11 was 18 per cent higher than during the 
worst of the depression. This increase is 
larger than a merely seasonal one would 
be, and indicates that the railroads of the 
country are carrying approximately 80 
per cent as much freight as during boom 
times. Reports on unemployment bear 
out the contention that goods are steadily 
being consumed. Speaking broadly, de- 
creased activity is found among the mak- 
ers of what are often termed “producers’ 
goods,” those that are several steps re- 
moved from the final consumer. The 
group of industries showing an increasing 
demand for labor are those engaged in the 
making of what may be termed “con- 
sumers’ goods”—i. e. goods that, on leav- 
ing the factory are practically ready for 
final consumption. These conditions point 
clearly to the fact that it is the ultimate 
consumer who is buying and the manufac- 
turer or distributor himself who is refrain- 
ing from purchasing. It is essential in 
any period of readjustment that the sur- 
plus products left over from the preced- 
ing period of inflation shall be worked off 
by actual consumption. The present retail 
distribution of goods from merchants and 
producers into the hands of the consumer 
is the best kind of evidence that inven- 
tories of manufactured goods, if not al- 
ready low, must soon be so.—FReEpDERIC 
H. Curtiss, Chairman and Federal Re- 
serve Agent, Federal Reserve Bank of 
Boston. 


(Continued on page 366) 
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Sinclair Oil 


‘Second largest in- 
dependent opera- 
tor in the petro- 
leum industry, 
with gross sales 
surpassing $150,- 
000,000 yearly. 


Special report analyz- 
ing present status of 
this company, its finan- 
cial position, earnings 
and production, to- 
gether with a review of 
its immensely valuable 
property holdings, 
book value of the 
shares, their market 
highs and lows, etc., 


mailed free on request. 


Ask for MW-550 
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Cleveland, Ohio 
“Not So Difficult To See Business on the 
Up-Grade” 


(E. R. Fancher, Governor) 
Fourth District 


June 27, 1921.—There has been a decided 
slowing up in many lines of business dur- 
ing the past month, Passing through the 
period of readjustment we have become 
accustomed to sudden changes and it takes 
a considerable jolt to surprise us. But 
the thought that various lines of business 
which showed such a promising spurt last 
spring, are now losing ground, is not a 
pleasant one. If we remember only that 
unemployment is plentiful, that wage 
scales and prices are unsettled, that the 
iron and steel industry is at low ebb, and 
that the transportation problem is still 
unsettled, the outlook is not encouraging. 
However, if we stop to consider that crop 
prospects are good, that the financial con- 
dition of the country is sound, that con- 
sumption at present is in advance of pro- 
duction, that we have labor, factories and 
raw materials to produce goods, then it is 
not so difficult to see business on the up- 
grade. 

A heavy train running at full speed can- 
not be brought to a sudden stop without 
damage to some part of the machinery. 
When prices reached their peak and re- 
adjustment began, many manufacturers 
failed to heed the danger signals and con- 
tinued to operate at full speed and packed 
their warehouses with finished goods. 
“Frezen Credits,” which seriously handi- 
capped the readjustment process, was the 
result. At the present time the manufac- 
turer is keeping his finger on the buyer’s 
pulse and the slowing up process can be 
accomplished without serious damage. He 
is gauging his output by actual orders. 

However, this hand-to-mouth policy is 
not always the best one. There often 
comes a time when a reserve supply is in 
demand. 

The let-up in business may be attrib- 
uted to summer inactivity, or to the fact 
that the public is not buying, both of 
which factors are partially responsible, 
but the real cause is that our industries 
lack the stabilizing influence of foreign 
trade. 





THE FACTS ABOUT MEXICAN 
PETROLEUM 
(Continued from page 326) 











tact with Mexico’s resources will bring 
understanding. Even old-time oil operators 
in the United States cannot believe the 
spoken truth about big wells and produc- 
tive territory in Mexico, for they are so 
much greater than anything the United 
States has ever produced they appear to 
be unbelievably exaggerated and gro- 
tesque. Perhaps, too, a pronounced opti- 
mist like E. L. Doheny and his associates 
almost insensibly magnify their really re- 
markable work that has exceeded their 
own expectations. The writer recalls that 
in 1906 Doheny and Canfield gave an op- 
tion on all their holdings in Mexico to an 
English syndicate for $5,000,000, and the 
American representative of the syndicate 
turned it down, first because he thought 


TAKE ADVANTAGE 


OF THE 


SUPERIOR PURCHASING 


POWER OF THE $ 


TO BUY 
Safe British Securities 


We have prepared a new 
booklet. entitled 


“The INVESTOR ABROAD” 


which contains informa- 

tion of special interest to 

the American Investing 
Public 


NET INCOMES FROM 512% to 914% 
(Free of British Income Tax) 
may be had by selec- 
tion from the tables of 
investments given in the 
booklet 


Sent Free on Application 
AMERICAN INVESTORS DEPT. No. 20 
The BRITISH FOREIGN & 
COLONIAL CORPORATION 

TD. 


Investment Bankers 


B.F.C. House, Gresham Street 
London, E. C. 2, ENGLAND. 























J.Leroy Brookes & Co. 


Stock & Bond Brokers 
Los Angeles, Cal. 
“The House of Personal Service” 


AN P 
Assets 
Earning Power 


Under present condi- 
tions assets, including 
plant and inventory, are 
usually liabilities. 

Earning power today is 
the all important consid- 
eration. 

The chain store system 
has shown a truly won- 
derful stability of earning 
power. 

May we send you par- 
ticulars regarding such a 
company operating in 
greater Boston? 


Earnest E. Smith, Inc. 


Specialists in New England Securities 


d A 


Boston 
365 





























WE have pre- 

pared, for 
those wishing to 
reinvest the inter- 
est payments they 
shall receive this 
month, a_ folder 
describing an as- 
sortment of se- 
curities we are of- 
fering that pro- 
vide high yield in-" ° 
come without risk 
of principal. 


Request List MW 


AE Fitkin €Co. 
Members NY Stock Exchange 
141 BROADWAY 
New York City 
BOSTON CHICAGO 
PITTSBURGH LOS ANGELES 

















$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$5950 Returns $55 Yearly 
$220 Returns $22 Yearly 
Invested in An Established 
Finance Corporation 


—Enjoying unusual confidence. 


—Well protected b stringent State 
Banking or Loan ws. 

—Lending money cn good security on 
the safest basis known to bankers— 
widely distributed small Icans. 

—Under strong mana gement, with an 
enviable 7 years’ record of proved 
dependability. 

—An opportunity to share in at least 
one-third of the large yearly profits. 
—Paying a total of 11% to the bond- 
holders now and for several years 
past, and growin steadily with the 
solid expansion of its loan service in 

many States. 
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the price more than the properties were 
or ever would be worth, and secondly 
because he didn’t want to live in Mexico, 
which he would have been forced to do 
had the English purchased the holdings. 
At that time—only fifteen years ago—the 
deal looked like a rank promotion and 
American oil operators wouldn’t have 
touched it on a bet. Only men with vision 
can see the golden glints and catch the 
substance ere the shadow is dissipated. 
The Pearson family of England glimpsed 
the possibilities of petroleum in Mexico, 
but relinquished their wonderful oppor- 
tunity to the broader-visioned Royal 
Dutch interests. 

Is is drawing a long bow to intimate 
that New York’s great capitalists are 
troubled with ingrowing vision when they 
become suspicious of the pioneers who dis- 
cover the wonderful resources of Mother 
Earth? 


Late Developments 


Nearly three miles north of the Cerro 
Azul wells Huasteca Petroleum Co. re- 
cently completed a 75,000-barrel well and 
within the month completed another well 
in the Chapopote district fifteen miles 
south of Cerro Azul, good for 75,000 
barrels. These two wells open much new 
territory, as the one sure indication of oil 
in Mexico—seepages—are plentiful all the 
way along. At Cerro Azul the biggest 
seepage in Mexico was the locator’s guide 
for about the biggest well in Mexico. 
Mex Pete controls most of the acreage 
within this twenty-mile area and is splen- 
didly buttressed for future production. 
Sixteen wells are drilling on Mex Pete 
holdings, a sufficient number of them be- 
ing producers when completed to keep 
company pipe lines comfortably supplied. 

Perhaps the geologists and government 
agents who have put the Indian sign on 
Mexican oil production made mental res- 
ervations as to Mexican Petroleum possi- 
bilities. Perhaps, also, their prophecies 
have been so wide of the truth in gen- 
eral that only the wildcatters of Wall 
Street have nerve enough to try and be- 
lieve them, It also appears that the high- 
tariff oil operators in the Mid-Continent 
fields, in their anxiety to stop importations, 
are better boosters for Mexico’s big wells 
than their enthusiastic owners.—Mex. 
Pete, vol. 28, p. 22; Pan Amer., vol. 27, 
p. 251. 





BUSINESS IN TRANSITION 
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the month toa 6 per cent rate for call money 
is concurrently attributed to demand for 
funds for Government use and for July 
1 disbursements, but at all events suggests 
that the money situation is influenced 
largely by local conditions and that the 
supply is very thin. All this points to 
continued demand for funds, notwithstand- 
ing the reduction in the volume of bills at 
Federal reserve banks. Such reduction has 
been notable, and current figures point to 
a corresponding reduction at member 
banks. Nevertheless, it is still true that 
the supply of real capital is short as com- 
pared with necessities for it, and ‘that it 
may be expected to retain its high value 


. for a good while. “Easy money” in the 


current acceptation of the term is thus as 
little likely to be a permanent feature of 
the situation as at any time heretofore. 


Condition of Corporate Credit 


The investment credit situation during 
the month of June has been one of unusual 
disturbances. Stocks have reached the 
lowest levels since the close of 1920 and 
bonds have also receded in a very marked 
way. The combined values of 25 recog- 
nized industrial stocks show a high point of 
only 82.24 and a low of 69.12, thus reach- 
ing a level of decided depression which 
can only be compared with the situation 
at the close of 1917. The index of corpo- 
ration credit furnished by the graph under 
that title and representing the values of 
10 high grade railroad bonds stands at 
5.68, being thus materially better than 
heretofore, and showing the effect of the 
rather easier money conditions to which 
reference will presently be made. 

The disturbance of the market must be 
explained simply as a reflection of indus- 
trial conditions. Extensive passing of 
dividends, which now involves a total of 
between 75 and 100 companies, according 
to current’ estimates, has been the neces- 
sary result of poor industrial outlook and 
receding prices. The passing of dividends 
invariably reacts upon the small investor 
in a variety of ways and tends to depress 
stock market values below their true or 
assessed valuation. It is more or less 
obvious to point out that stocks are today 
in practically such condition 6f undue de- 
pression and that many of them are there- 
fore in the market sense of the word 
“cheap.” Their recovery is dependent 
largely upon business restoration and the 
most hopeful thing to be said in this con- 
nection is that the close of the month of 
June has witnessed a more optimistic con- 
dition of feeling among those who are 
close to the industrial situation. Factors 
which have helped to bring this about have 
been the better demand for railroad ac- 
commodation, the decline in idle cars, and 
the excellent agricultural outlook. Nev- 
ertheless, it remains true that corpora- 
tion credit has had a trying month and 
that the public has apparently been thor- 
oughly discouraged with regard to in- 
vestment prospects. 


Conclusion 


From what has been said it is clear that 
the month of June although showing the 
seasonal reactions which are customary 
at that period of the year, has not been a 
month of deterioration in the sense that 
many observers have too hastily concluded 
it to be. The process of readjustment had 
not been completed and has necessarily 
continued its progress toward a final 
conclusion. The seasonal quiet always to 
be observed by contrast with earlier 
or later months may in some cases 
have been mistaken for actual loss of 
ground, but there is nothing as yet to es- 
tablish any such belief. Lowered costs 
and good prospects of yield in agriculture 
combine with other factors to sustain the 
opinion already expressed on previous oc- 
casions that our industrial machinery is in 
good working order and that it needs only 
a more definite development of confidence 
and the renewal of initiative to bring 
about a rapid advance toward normal con- 
ditions. 
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MONEY RATES 
(Continued from page 308) 











to the general interest rate. If, for exam- 
ple, interest rates should decline in the 
next three years to 544%, the general av- 
erage of good bonds would not yield more 
than 5%4% or some such amount. This 
means that such a bond, assuming it were a 
5% bond, would not sell for less than 90. 
What is the situation today? Today many 
excellent bonds can be bought to yield 
from 6%-7%, and are selling at around 
70-80 depending on the rate of interest 
they bear. Thus, if money rates come 
down to about 5%%, these bonds will 
advance to a point where they will yield 
only 5%4% instead of 6%4-7% as they do 
today. There is thus a very large possi- 
bility of profit in the representative bonds. 

The cost of living has declined about 
20% within the year. Interest rates have 
declined about 15% within the year. On 
that basis, bonds should be selling today 
at a level about 15-20% higher than a 
year ago. Is this the case? Last year 
at this time, when interest rates were 
about 734%, the average of 40 representa- 
tive bonds on the Stock Exchange was 68. 
Today interest rates are about 634%, but 
bonds are still showing an average of about 
68. In other words, bonds are out of 
line with interest rates. There are rea- 
sons for this, of course. One is that 
business conditions are so depressed that 
there is a greater disposition to sell 
bonds than buy. Another is, the com- 
petition between new bonds and old ones. 
In time, however, these influences will 
pass. It would seem that this is the time 
—if we assume that eventually the cost 
of living and interest rates will be lower 
—to acquire good bonds while they still 
offer so high a return on the investment. 
It is worth while pondering that the bond 
market is out of line with the money mar- 
ket. Such a condition cannot continue 
indefinitely. 


Gold and the Federal Reserve Ratio 


The trend of the banking situation is 
clearly indicated by the advance in the 
Federal Reserve ratio. This now stands 
at 57% against 42% a year ago. This im- 
provement is partly due to the good re- 
sults of continued liquidation of com- 
modities and goods and thereby loans 
made by Federal Reserve members to 
customers and consequently loans made 
by the Federal Reserve Bank to the 
Federal Reserve members; it is also part- 
ly due to the large gold movement to 
these shores from abroad. Ih the past 
year, the Federal Reserve system has re- 
duced its various liabilities, strengthened 
its resources and in general has created a 
healthy banking foundation. This is a 
good basis for improvement in the credit 
situation and the effects have already been 
noticed in the reduction of discount rates 
by the various Federal Reserve banks. 
Assuming the continuation of liquidation, 
the banking situation of the country 
should gradually improve; money rates 
should decline and within a _ period 
of several years should be considerably 
below present levels although still some 
distance from the pre-war levels. 

It may be discouraging to business men 
and investors that there are no more im- 
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mediate prospects for lower money rates, 
but it would be too much to expect any- 
thing else in view of the fact that much 
remains to be done before conditions are 
on a solid basis. We should recall the 
narrow escape we had last year from a 
great financial crisis and consider our- 
selves fortunate that we have done as well 
as we have. While the trend toward low- 
er rates may be slow it will be none the 
less sure. The peak of high money rates 
has already been reached and we are now 
traveling toward the valleys. 





IS SEARS, ROEBUCK TOO LOW? 
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not pay dividends. If the stock had to 
be held for a year or two before the in- 
véstor was able to derive a dividend re- 
turn from it it would cost him the equiva- 
lent of from 10 to 20% on his money which 
he would otherwise be able to derive if 
he invested his money in sound dividend 
or interest paying securities. 

On the other hand, at this price or lower 
Sears Roebuck presents certain attractive 
possibilities from a Jong-range viewpoint. 
This, of course, will appeal to the wealthy 
investor who is in a position to tie up his 
money for a considerable period. The 
investor not in such a fortunate position 
would do better to employ his funds 
where they would become more immedi- 
ately profitable—vol. 26, p. 912. 
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Operating refineries, pipe lines and an 
extensive producer in all fields east of the 
Rocky Mountains, with an _ established 
export trade, Tide Water Oil Co. recently 
became a producer in Mexico and has an 
eye on South America, its latest acquisi- 
tion being the Guffey-Gillespie Oil Co. 
Always very conservative, Tide Water’s 
latest announcement indicated a slight 
shrinkage in disbursements because of 
lessened consumption of its refined prod- 
ucts and heavy expenditures in Mexico 
and the United States for additional pro- 
ducing properties. Of an authorized issue 
of $100,000,000 Tide Water has $39,726,100 
outstanding and a negligible indebtedness, 
placing it in an excellent investment posi- 
tion because of its long and consistent 
dividend record. Standard Oil Co. has for 
many years held Tide Water Oil Co. stock 
in volume varying from 22% to 32% and 
it is frequently mentioned as a Standard 
subsidiary, which it is not, strictly speak- 
ing, as company management is wholly 
in charge of officials outside of Standard 
organizations. 

Of the newer organizations having 
New York Stock Exchange entree 
Phillips Petroleum Co. is representative 
of the exclusive producing corporations. 
Having headquarters at Bartlesville, Okla., 
and a New York office, Phillips Petrole- 
um operates in Oklahoma, Kansas, Ken- 
tucky and Texas, its daily production at 
the time cf organization having been 11,- 
000 barrels, now somewhat less, Of an 
authorized issue of 1,000,000 shares of no 
par, 660,000 are outstanding. Net income 
during the first quarter of 1921 was $943,- 
336. Preferred stock pays 1.75% dividend 
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and in January, 1920, a stock allotment 
of 100% was distributed, but no cash 
dividends have yet been paid on common 
stock. High quotation of shares in 1919 
was $85, in 1920 $89.50, standing for some 
months $30 to $32, and during the recent 
June debacle declined to $17. The decline 
in ninety days of crude oil prices from 
$3.50, with 25-cent premiums for a por- 
tion, to $1 quite naturally affects exclusive 
producing companies like Phillips Petrole- 


um, and if the depression continues for 
any length of time its investment value 
will be lessened. 

Two representative all-round oil cor- 
porations listed on the New York Stock 
Exchange are Invincible Oil Corpora- 
tion and Caddo Central Oil & Refining 
Co.—both being confined in operations 
to Louisiana and Texas, with recent 
Arkansas additions in the Eldorado field. 
Invincible Oil has a listed issue of $21,- 
922,850, par at $50, with no dividend 
record, the high in 1920 being $47.50, $26 
in January, 1921, and present quotation 
of $11. The operating subsidiary of In- 
vincible, from which operating profits 
come, is the Louisiana Oil Refining Co., 
Shreveport, La., with a modern refinery, 
pipe lines and marketing facilities. Re- 
cently acquired holdings at Haynesville, 
La., show excellent producing possibilities 
that should give the refinery sure crude 
supplies. Invincible’s refined market is 
largely local, but it appears to be in ex- 
cellent position to weather the depression. 
As a purchase for the long pull Invincible 
appears to be a good speculation at the 
present low price. 

Caddo Central, with 150,000 shares of 
no par, reached a high of $2854 in 1920 
and a low of $9%, fluctuating to a pres- 
ent price of $10.50. The company op- 
erates a modern refinery at Shreveport, 
La., is constructing an affiliated pipe line 
to Eldorado, Ark., where its chief crude 
production now is. The status of the new 
Arkansas field is not yet established, with 
the possibility that it may fall into the 
false alarm classification, at best of limited 
profit-producing possibilities because of 
peculiar oil, water and gas conditions. 
Caddo Central seems to have in some 
way neglected its opportunities in North- 
west Louisiana when oil was at its top 
and business good, leaving the company 
in bad position to weather the long de- 
pression it now faces, analyzing it from 
an investment angle. 


Cosden & Company 


Operating a modern refinery at Tulsa, 
Okla., of 25,000 barrels charging capacity 
and the largest refining plant in the United 
States outside of the Standard group and 
half a dozen major independent corpora- 
tions, Cosden & Company occupies a 
rather unique position in oil and attracts 
considerable attention. Recently listed on 
the New York Stock Exchange at $25 
par, Cosden & Company is a consolidation 
of Cosden & Co., incorporated in 1913, 
and Cosden Oil & Gas Co., a producing 
concern chartered in 1916, and has sev- 
eral convertible debentures from 811,365 
no par shares outstanding, to $3,500,000 
preferred and cumulative 7% outstanding 
and $7,191,000 bonds due 1932, 6s, callable 
at $110. The $5 par stock reached a high 


of $26% in 1915-16, declining in 1917 to 
a low of $6 and since then ranging from 
$8 to par. Dividend disbursements have 
varied from 7% cash to 24% stock quar- 
terly, and is now 62% cents a share. With 
consolidated earnings of $59,671,504 in 
1920, net, after all deductions, including 
dividends, was $11,321,748 and a profit and 
loss surplus of $19,004,594, indicating an 
excellent position for speculative invest- 
ment, During the recent June flurry Cos- 
den quotations recovered readily from a 
low of $27.75, where it was a good buy. 
During 1920 and 1921 Cosden & Company 
contracted with the Standard of Indiana 
for a maximum of two-thirds of its re- 
finery output at the market and this con- 
tract has stabilized its operations safely 
and greatly strengthened company earn- 
ings and net income. Its own produc- 
tion is only about a quarter of its re- 
finery capacity, but its pipe line system 
to near-by production insures it certain 
crude supply at the market. The Cosden 
refinery is equipped with 100 pressure 
stills similar to the Burton “cracking” 
stills and enables it to recover more gaso- 
line than straight-run plants. 

A typical medium oil organization is 
the Barnsdall Oil Co., Tulsa, Okla., and 
New York, oil subsidiary of the Barns- 
dall Corporation, a complete operating 
unit that includes the Barnsdall Refining 
Co. at Barnsdall, Osage reservation (for- 
merly Bigheart). Barnsdall “A” issue is 
13,000,000 and Barnsdall “B” issue is 3,- 
670,425, both $25 par, going to $56-$33 
soon after issue in 1920 for “A” and 
$43.50-$30 for “B,” and quoted now at 
$16 for each, Owning a modern refinery 
in the middle of most of its own produc- 
tion in the Osage reservation, Barnsdall 
is exceptionally situated for consolidated 
earnings and profits, and few oil com- 
panies are as conservatively managed with 
as little overhead and lost motion as is 
Barnsdall Oil Co. The outgrowth of 
twenty years of successful operation and 
development, the regular dividend dis- 
bursement of 10% places Barnsdall shares 
in excellent investment position at the 
price, even with present depression. 


The Miscellaneous List 


Pacific Oil Co., Middle States Oil Co., 
General Asphalt Co. and other oil com- 
panies have recently been reviewed in this 
department, and they may be passed here. 
Preceding explanatory references regard- 
ing the effect of low prices and lessened 
business upon the asset and speculative 
and investment importance of stocks ac- 
cording to exclusive or combination opera- 
tions, will guide the reader in arriving 
at conclusions about the listed securities 
not mentioned. 

In the way of relieving the anxiety of 
owners of oil stocks purchased at high- 
er levels than those now prevailing, it 
may be suggested that little can be 
gained by selling at lower prices, for 
while day-to-day trading quotations 
may indicate paper losses the better 
prices that are sure to come, soon or 
late, will recoup much of the statistical 
loss and leave their holders in better 
fettle than now seems possible. Many 
stocks, even with smaller disbursements, 
are actually worth more as investments 
than they are selling for now and will 
pay out on a pre-war basis. 
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DENVER & R. G. 5s 1955 
Better than Most Second-Raters 

T would like to get an expression from you as 
to what you think of the income bonds of the 
Chicago, Terre Haute & Southeastern Railway 
Company. These bonds, as I understand it, are 
now selling om the market for about 43, and 
they pay 5% interest, and I think are due some 
time about 1961, and are guaranteed by the Chi- 
cago, Milwaukee & St. Paul Railway Company. 
Do you consider — ? pow safe business 
man's speculation ?. 

Chicago, Terre Haste & Southeastern 
income 5s, 1960, are callable as a whole 
at par and interest on 60 days’ notice. 
They are a direct mortgage on the entire 
property, stocks, bonds and rights of the 
company, including 361 miles of road, but 
are subject to $4,244,000 of the company’s 
first refunding 5s. Interest payments 
since March, 1920, have been at the rate 
of 2%% per annum. 

While there is a fair degree of equity 
underlying this issue and they . possess 
fair salability, they are generally rated as 
a poor second-grade risk. The interest 
on this issue is not guaranteed by the 
Chicago, Milwaukee & St. Paul. 

We much prefer Denver & Rio Grande 
first refunding 5s, 1955, which we con- 
sider a fairly safe business man’s specu- 
lation. 





WHERE YOUR MONEY GOES 
(Continued from page 333) 











tion, so far as we know anything about 
it, moves in cycles which suggest the 
circle. Students of finance and busi- 
ness conditions tell us that there are 
cycles of prosperity and depression, 
which also are suggestive of the circle. 

Let us hope that business and money, 
as they go around performing their 
functions, may better and better be 
illustrated by a wheel on a surface, ad- 
vancing as it turns, so that we may look 
forward to a civilization in which jus- 
tice rather than force or fraud will 
mean success. 





READERS’ ROUND TABLE 
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shows a weird, ironical humor when 
viewed in the light of the present. 

I hope, and in fact am sure, that your 
readers would be sufficiently broad-gauge 
not to expect any so-called “tips,” infalli- 
bility or display of clairvoyant powers in 
your recommendations for purchase or 
sale in the columns which “E. E. M.” sug- 
gests. They should realize that you would 
be giving them honest, sincere and definite 
names and prices, to the best of your 
knowledge and belief; and you are cer- 
tainly in closer touch with the conditions 
that would inspire such recommendations 
than the average reader-investor can pos- 
sibly be. The point is that you are in po- 
sition to know or sense changed condi- 
tions sooner than he is. 

“E, E. M.’s” plan is well worth trying. 
—Regular Reader. 





“E. E. M.”’s suggestion has met the 
approval of a great many of our readers, 


for JULY 9, 1921 


apparently. Ten or twelve letters en- 
dorsing the plan to tabulate recommenda- 
tions have been received. 

A great many more letters have been 
received, however, asking us to publish a 
a summary of transactions in listed stocks 
for each two-week period before going to 
press. 

It is a natural assumption on our part, 
without considering the greater number 
of letters favoring the transactions table, 
that such a summary would appeal to the 
greatest number of our readers. Natural, 
because it would cover a far greater num- 
ber of securities and therefore interest a 
far greater number of stockholders. The 
letters received add to our conviction in 
this respect. 

We could not devote space to both tab- 
ulations without turning the MaGAzINng 
into a statistical review—something we 
do not believe our readers would care 
to have us do. And so, it seemed best to 
continue to present our recommendations 
in the form of analytical articles, as we 
have always done, and thus retain space 
for the summary of transactions. 

The summary of transactions we in- 
augurated in our June 11 issue. Practically 
all active listed securities are included; 
price-ranges for the years 1919, 1920 and 
1921; and current dividend rate. 
lieve that this summary is an important ad- 
dition to our publication —Enrtor. 





A LETTER TO OUR CIRCULATION 
MANAGER 
Circulation Manager, THE MAGAZINE oF 
Watt STREET. 

Sir:—From time to time I receive the 
letter of friendly urge from you and thank 
you for it—you are seeking to keep me in 
touch with the good stuff. 

Am very happy to say that 1 am a real 
subscriber of your good journal. Every 
man in the sales game—every man who is 
trying to be better and to do better, 
financially, should read and digest THE 
MAGAZINE OF WALL Street. If there is 
any man in business life who needs to read 
it is the broker. 

Each issue day I buy twenty copies of 
the magazine—I have twenty men and they 
buy it and I pay for it. They get these 
from news-stands in the town where they 
are working. They get them quicker. 
That is why I do not subscribe direct. 
They read them, too. 

I am a friend and admirer of your Mr. 
Wyckoff and he has helped me to make 
many a dollar. Let me once more thank 
you for your courteous inquiries —F. McR. 





THE PESSIMISTIC VIEW 

Editor, THe MaGAzIne oF WALL STREET: 

Sir:—This unquestionably, is the de- 
pression of depressions not only in this 
country, but over the entire civilized 
world. It has been my theory for some 
time past that while physical conditions 
enter into the situation to a certain extent 
on account of the great destruction of 
values in property and the immense loss 
of human lives and with millions of dol- 
lars of gold and other valuables lying 
on the bottoms of the oceans, still I claim 
that it is more a psychological condition 
than it is a physical condition. With 
some of the soundest and most seasoned 
securities listed on the New York Ex- 
change either cutting or passing their 
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dividends what will happen to the thou- 
sands 6f widows and orphans who have 
either inherited théSé securities or pur- 
chased them as an absolute safe invest- 
ment, the returns of which they are de- 
pendent upon for their existence? 
Naturally, it is not logical that the cut- 
ting and passing of these dividends will 
continue indefinitely, but it affects the 
immediate situation. There is no ques- 
tion what the New York stock market 
always forecasts or anticipates economic 
conditions by either a rise ‘or fall in se- 
curity values, but really, is there suffi- 
cient cause at this time for a broad and 
extensive upward movement of the entire 
rostrum? 

Referring to United States Steel Com- 
mon, it is unquestionably the leader of 
the market today, or probably the barom- 
eter. However, we remember the time 
when Steel common was one of the most 
speculative stocks that was listed on New 
York; and I think that history can re- 
peat itself on the stock market just as 
it does in every other form of financial 
and economic activity. I quite agree that 
the foundation stone of confidence in busi- 
ness is a strong and substantial Business 
Administration at Washington; but a 
gentleman whose activities for the major 
part of his matured life has been politics, 
and whose whole business activity has 
been the ownership and editorship of 
probably a reputable daily newspaper 
published in one of the smaller cities of 
the country, to which he has devoted 
very little personal attention during the 
past several years, hardly qualifies as a 
man of broad business experience. Look- 
ing over the cabinet as it is today, it is 
my opinion that the only member who 
might be classed as a man of broad ex- 
perience in business affairs is the gentle- 
man from Pittsburgh who, for the first 
time in his life, has held a public position 
and whose many activities in the com- 
mercial and financial world have ably 
fitted him to occupy his particular chair. 

I can hardly agree that the railroad 
situation is taking a turn for the better. 
We must view facts as they are; and with 
the tremendous increase in freight and 
passenger rates in effect today, with statis- 
tics showing that the major portion of 
every dollar earned by the railroads is paid 
out for labor and with high rates holding 
back the shipment of merchandise it ap- 
pears that the railroad situation is very 
far indeed from being settled. I happen 
to be director of a short railroad which is 
a feeder to one of the largest systems, and 
while we serve a purely agricultural com- 
munity our tonnage of business is not 
twenty-five per cent of what it was this 
time twelve months ago. 

The fact that heavy importations of gold 
are placing this country in an impregnable 
financial position to me is a bear argument 
instead of a bull argument. It is quite 
true that we now have most of the gold 
in the world and while the individual 
might make money even in the natural 
course of events, it is a situation where 
we must take gold in payment from our 
customers, because we will not allow our 
customers any credit. The situation is 
analogous to six men who are sitting in 
a poker game and where one man gets 
all of the money. Although the others 
are broke, the game must go on. 


Naturally, the man who has had all of the 
winnings must loan to his friends sufficient 
money from his winnings to continue the 


game and take their 1 O. U’s. I am 
afraid if large amounts of the precious 
metal continue to pile up in the vaults of 
this country it will bring on another era 
of inflated prices and will reverse the con- 
dition that we are endeavoring to bring 
about today. Lower rates for commercial 
paper and time loans should inevitably lead 
to higher prices for investment securities 
if it was necessary for commercial institu- 
tions to issue paper and also to make time 
loans, but is it? When business condi- 
tions are quiet and there is no demand for 
production of merchandise there is, 
naturally no need for securing credit, such 
as the issuing of paper and making of 
bank loans; so why would this lead to 
higher prices for securities when higher 
prices are generally based upon a large and 
profitable business and larger profits? 

I hope your readers will pardon me if I 
have talked too plainly. I quite agree 
with your editor’s thought—that as a man 
writes down his thoughts, he crystalizes 
them. I want to do what I can to help us 
all “think straight” as he suggests. I am 
as bullish as anyone can be on the U. S. 
and I think that great prophet and empire 
builder, James J. Hill, who made the 
famous remark that “The man who sells 
the United States short, is a damn fool” 
was absolutely correct—Frank H. Collins. 
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ally have an authoritative guide grading 
every important and active security among 
listed bonds. 

We feel that, with the general review 
of the fortnight’s bond market which we 
publish each issue; the special bond arti- 
cle (as, for instance, “Switches for Bond 
Investors,” in this number); the Bond 
Buyers’ Guide; and the analysis of cur- 
rent bond offerings, THE MAGAZINE OF 
Watt Street will be found by its readers 
to cover every important phase of the 
Bond Market in every issue. However, 
as always, we are open to suggestions for 
further improvement from our readers.— 
EpiTor. 





PRICES OF FARM PRODUCTS 

The average price received by producers 
of the United States for hogs during 
April fell below $8 per 100 pounds for the 
first time since March, 1916, according to 
a report by the Bureau of Crop Estimates, 
United States Department of Agriculture. 
The average price for April reached the 
low mark of $7.86. The highest price 
reached at any time was during August, 
1919, when the average was $19.30 per 
100 pounds. Prices advanced more or less 
steadily from 1916 to 1919, then took a 
rather rapid drop during the latter part 
of 1919. During 1920 the average price 
for each month was between $13 and $14 
until December, when it dropped to 
about $11. 

The price which producers received for 
cotton seed reached the lowest mark in 
April since November, 1914, when it was 
$14.01 per ton. The average price for last 
April was $17.23 per ton, as compared to 
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the peak price of $72.65 in November, 
1919. The low price in 1914 was the re- 
sult of the big crop produced that year, 
which amounted to 15,873,002 bales. 

The price of wool in April was below 
18 cents, which is the lowest since May, 
1912. In March and April, 1918, the 
averdge price of wool was 60 cents a 
pound. 
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bond which may be given an excellent 
rating. It is currently quoted around 69, 
where the direct income return is 5.8% 
and the yield, as if held to maturity, —%. 

The first and refunding 4s, due 1934, are 
subject to some $75,000,000 prior liens, 
but they are selling at a price where the 
yield is most attractive. At 64%, the 
direct income return is 6.2%, and the 
yield 8.5%—a worth-while junior railroad 
bond, 

There are three classes of ies cs 
7% preferred, 6% preferred, and the com- 
mon, The two preferred stocks are cumu- 
lative up to 5%, and the 7% issue has 
precedence over the 6% in dividends to 
the extent of 1% in any one fiscal year. 
Both issues are making their distributions 
regularly, and assuming a turn in railroad 
operations, should continue to do so. 
The common is, of course, still entirely 
in a speculative stage, but is one of the 
more inviting of the low priced issues, 
and a good issue to which to tie hopes. 

A combination of one of the preferred 
stocks and the common is well worth con- 
sideration, as the money invested will 
bring a fair return through the dividends 
on the preferred issue, and at the same 
time present an excellent speculative com- 
mitment in the chances of substantial ap- 
preciation in the market price of the 
common,—vol. 28, p. 293. 





HOW LONG WILL GOVERNMENT 
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would make a good president of the 
United States. But he does think that 
there should be a reorganization of the 
cabinet system, to make it a sort of 
executive committee, representing not 
only different branches of government, 
but also different social and industrial 
interests. 

“The strictly governmental depart- 
ments are already fairly well repre- 
sented,” he says. “Agriculture and 
labor are also represented. But there 
should be added men experienced in 
finance and investments, banking, rail- 
roading and manufacturing. Then 
something could be accomplished, This 
executive committee should have some 
power. It should not be wholly sub- 
servient to the president. The vice- 
president should be an effective mem- 
ber of the organization, and it should 
be able to transact business when the 
president is ill or absent. This country 
is too big for one man to run. It re- 
quires a group of wise men who are 
fairly representative of the various in- 
terests of the country.” 


for JULY 9, 1921 
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“EQUIPMENT TRUST SECURITIES” FIRST MORTGAGE INVESTMENTS 
Describes the many special SECURED BY REAL ESTATE 


neat oe eee —— A handsome illustrated book 
esting discussion of the origin showing the many advantages 
of this type of investment. (149) 


and ag te nae a oe — 
ating features of the iladel- 
phia Plan. Sent on request. THE COPPER STOCKS 
(130) A series of letters comprehen- 


RESULTS 7. mar Two sively analyzing the copper 
INVESTORS D stocks. (150) 


The io story of what 
happened to Smith and Jones is NON-CALLABLE BONDS 


interesting, and may prove prof- An interesting letter showing 
itable to you. The problem of some excellent investment bonds. 
how to invest your money safely (151) 


and profitably may be solved by 


reading their story. It is told 
in a pamphlet entitled “Two CANADIAN MOTORS 


Men and Their Money.” (133) An interesting descriptive cir- 

cular, which discusses the busi- 

COMMON SENSE IN INVESTING ness and status of one of the 

MONEY largest Canadian motor manu- 

This booklet has been com- facturers, is now ready for dis- 
piled to help everyone who tribution to investors. (141) 


wishes to invest ane safely. 
It will appeal strongly to all WHAT TO DO WITH YOUR 
who are practising thrift, who SAVINGS 


are spending |! th h 
make a > & ‘om ll rs A valuable booklet for the 
man’ who would attain financial 


month, and year to year, are . : 
building up a surplus to safe- independence, discussing a par- 


guard the future. (128) tial payment plan of merit. (143) 
PARTIAL PAYMENTS GEORGIA FARM MORTGAGES 
An interesting booklet has A beautifully illustrated book, 
been prepared by an old-estab- setting forth Georgia’s appeal to 
lished Stock xchange firm, investors. (152) 


which explains in detail how the 

small investor can take advan- TEP 

tage of present low prices in se- YOUR FIRST 5S in THE STOCK 

curities by making moderate ini- MARKET 

tial payments and small monthly A handy pocket booklet show- 

payments thereafter. (137) ing how to open an account, to 
THE THRIFT ROAD TO trade on account, and giving the 


collateral value of securities and 





INDEPENDENCE A showing the advantages of the 
A book explaining the partial Partial Payment Plan for the 
payment plan. (148) beginner. (153) 
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FOR MEN AND WOMEN 

Will show reduction taking place in 11 days or money refunded. The re- 

ducer (not electrical) reduces unsightly rts promptly, reducing only where 

you wish to lose. The Lawton Method Diss olves and Eliminates superfluous 

fat from the system, Easily followed directions, do not require exercises, 

Starving, medicines or ens not only rids you of fat but improves 
appearance and general health 

and elsewhere have easily gotten 

Brings physical and mental vigor rid of unhealthy, disfiguring fatty 
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DIVIDEND NOTICES 





Driver Harris Company 


HARRISON, N. J. 


Notice of Quarterly Dividends 
Preferred Stock Dividend No. 35 


The Board of Directors, at a meeting held on 
June 14, 1921, declared the regular quarterly divi- 
dend of one and three-quarters per cent. (1% %) 
on the outstanding preferred stock, for the quar- 
ter ending June 30, 1921, payable on July 1, 1921, 
to stockholders of record at the close of business 
on June 21, 1921. Transfer books will close from 
June 21, 1921, to July 1, 1921, inclusive. Checks 
will be mailed. 


P, E, REEVES, Treasurer. 





INTERNATIONAL PAPER COMPANY. 
New York, June 29th, 1921. 
The Board of Directors have declared a regular 
quarterly dividend of one and one-half per cent. 
(1%%) on the preferred capital stock of this 
Company, payable July 15th, 1921, to preferred 
stockholders of record at the close of business, 
July Sth, 1921. 
OWEN SHEPHERD, Treasurer. 





PACIFIC GAS AND ELECTRIC CO. 
COMMON STOCK DIVIDEND No. 22. 

The regular quarterly dividend of $1.25 per 
share upon the Common Capital Stock of this 
Company will be paid on July 15, 1921, to share- 
holders of record at close of business June 30, 
1921. The transfer books will not be closed and 
checks will be mailed from the office of the com- 
pany in time to reach stockholders on the date 
they are payable. 

A. F. HOCKENBEAMER, 
Vice-President and Treasurer. 
San Francisco, California. 





. . 
International Combustion 
* . . 
Engineering Corporation 
DIVIDEND NO. 3 
A dividend of $1.50 per share has been declared 
on the capital stock of this company payable July 
6, 1921, to stockholders of record at the close of 
business on June 20. 1921. 
GEORGE H. HANSEL, Treasurer. 
New York City, June 8. 
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To obtain a dividend directly from a com- 
pany, the stock must be transferred into the 
owner’s name before the date of the closing of 
the company’s books. 


Paidto Div. 
Amt. Stock of Pay- 
Declared Record able 


6-30 7-15 
7-8 7-18 
6-24 7-15 
6-29 7-9 
7-8 7-25 
7-25 
8-1 
7-15 
7-15 
7-11 
7-15 
7-15 
7-15 
7-15 
7-20 
7-15 
7-15 
7-25 
7-15 
7-20 
7-20 
7-30 
7-20 
7-11 
7-15 
7-22 
7-15 
7-15 
7-15 
7-15 
8-1 
8-1 
8-1 
7-15 
7-15 
7-15 
8-1 
8- 1 
7-15 
7-15 
7-30 
7-15 
7-25 
7-15 
7-15 
7-15 
7-15 
7-15 
7-25 
7-15 
7-15 
7-15 
7-15 
7-15 
7-30 


Ann. 
Rate 


$4 Air Red, c (no par)$1 Q 
8% 
7% 
6% 
6% 
5% 
8% 
7% 
6% 
7% 
8% 
8% 
5% 
6% 
5% 
7% 
5% 
4% 
7% 


Name 


Alliance Realty 
Allis-Chalmers, p... 14%Q 


Am Cyanamid, p... 14%Q 


%Q 
Asb Corp of Can, p 14%4%Q 
Asb Corp of Can, c 14%Q 
At Cst Line RR, c 34%S 
%Q 


Am Sumatra Tob, c 2 


Bayuk Bros, p..... 2 
Bayuk Bros, c. 
Cent Coal & C, p.. 1%%Q 
Cent Coal & C, c.. 14%Q 
Cc, C, C & St. L, p. 1%%Q 
Chic & Northwest, p 34%S 
Chic & Northwest, c 24%S 
Chic Pneum Tool.. 1 %Q 
Corn Prod Refin, p 14%Q 
4% Corn Prod Refin, c 1 %Q 
. Corn Prod R, c ex %% 
Crucible Steel, c... 1 %@Q 
Dome Mines, Ltd.. 25¢ Q 
El Paso Elec, p.... 3 &S 
Firest’e T & R, 6% p 14%Q 
. Griffith(DW)A(nop) 50c 
Imperial Oil Corp, p2 %Q 
Imperial Oil Corp,c.10c M 
Internat’] Paper, p. 14%Q 
Kans City South, p1 %Q 
Kayser (Jul), 1st p 14%Q 
Kayser (Jul), 2d p 1%%Q 
Kelsey Wheel, p... 14%Q 
Kerr L M, Ltd ($4)12%e Q 
MacA & Forbes, p. 14%Q 
MacA & Forbes, c. 14%Q 
Midwest Ref ($50) .$1 Q 
. Midwest Ref, ext..$1 
N. Y. Transp ($10).50e¢ Q 
Pac G & El (Cal),c 14%Q 
Phila Co, ¢ ($50)..75¢ Q 
Pittsburg C (Pa),p. 14%Q 
Pittsburg C (Pa),c. 14%Q 
Proc & Gam,8% p. 2 %Q 
Puget Sd P&L, p.75e¢ Q 
Span R P & P, p.. 1%4%Q 
Span RP & P, c.. 14%%Q 
$4 Tr & Wms (no p)..$1 Q 
---. Un Cig St of A, p 14% 
8% United Fruit. 
7% U. S. Indust Al, p 14%Q 
$3.50 US S & R, p($50)87%c QO 
6% Western Pr Corp, p 14%Q 
7% Western Un Tel... 14%%Q 
$7 West Air Br ($50).$1.75 Q 


PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 | 








Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities afforded 
by Puts and Calls to take advantage of 
the fluctuations on a small cash outlay. 
When trading with Puts and Calls your loss 
is at all times limited to the small amount 
paid for them, while profits are unlimited. 
These are based on all that a rise or 
decline in a stock permits. Puts offered on 
June 3rd, 1921 on Mexican Petroleum at 
140 showed $3400.00 net profit on each 
100 share Put by June 20th, 1921. 


OUT OF TOWN CUSTOMERS 


ee —_— —— 

My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
tock Exchange 
2 Broad Street, New York City 
Tel, 1007 Rector Estab. since 1698 











THE MAGAZINE OF WALL STREET 





